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ECONOMIC  DEVELOPMENT 
REAUTHORIZATION  ACT  OF  1994 


THURSDAY,  AUGUST  11,  1994 

U.S.  Senate, 
Committee  on  Environment  and  Public  Works, 

Washington,  DC. 
The  committee  met,  pursuant  to  notice,  at  2:17  p.m.  in  room  406, 
Dirksen  Senate  Office  Building,  Hon.  Max  Baucus  (chairman  of  the 
committee)  presiding. 

Present:  Senators  Baucus  and  Lieberman. 

OPENING  STATEMENT  OF  HON.  MAX  BAUCUS,  U.S.  SENATOR 
FROM  THE  STATE  OF  MONTANA 

Senator  Baucus.  Good  afternoon.  The  committee  will  come  to 
order. 

Today  we  will  examine  legislation  to  reauthorize  the  Economic 
Development  Administration,  more  commonly  known  as  EDA. 
Since  its  creation  in  1965,  EDA  has  established  a  long  record  of 
helping  communities  bootstrap  efforts  to  meet  tough  economic  chal- 
lenges. EDA  is  a  critical  part  of  our  efforts  to  strengthen  the  econo- 
mies of  economically  distressed  communities. 

We  have  examples  all  over  our  country.  EDA  helped  Southern 
Florida,  for  example,  rebuild  after  Hurricane  Andrew.  It  helped 
towns  and  rural  counties  in  Iowa  and  Missouri  recover  from  last 
year's  flood.  It  is  now  working  on  the  problems  caused  by  the  re- 
cent floods  in  Georgia  and  other  States  in  the  Southeast. 

EDA  has  been  critical  to  Montana.  Last  year  we  were  hit  by  a 
devastating  set  of  lumber  mill  closures.  In  Libby,  Montana,  for  ex- 
ample, the  Champion  Mill  downsized — that's  the  euphemism  for 
laying  off  300  jobs — and  that  came  right  on  top  of  another  300-job 
layoff  when  the  Troy  Copper  and  Silver  Mine  closed.  In  Superior, 
Montana,  100  miles  to  the  south.  Crown  Pacific  Mill  shut  down — 
again,  another  lumber  mill.  That  took  160  jobs  out  of  a  town  with 
a  population  of  881  men,  women,  and  children. 

You  can't  understand  what  that  means  unless  you've  been  there 
yourself.  These  jobs  are  the  backbone  of  a  local  economy.  It  is  al- 
most impossible  for  small  towns  like  Libby  and  Superior  to  recover 
without  the  kind  of  help  we've  received  from  EDA. 

Another  example  is  the  job  losses  from  defense  cuts  and  military 
base  closures.  In  Montana,  the  Assiniboine  and  Sioux  Industry  sup- 
plied high-tech  radar  invisible  camouflage  netting  used  in  Oper- 
ation Desert  Storm.  Because  of  the  defense  cuts,  they've  had  to 
drop  more  than  250  jobs.  That  will  come  out  of  the  Fort  Peck  Res- 
ervation, whose  unemployment  rate  already  tops  50  percent. 
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EDA  is  coming  in  to  help  A&S  Industries  buy  new  equipment  so 
their  plants  can  shift  over  to  make  ceramic  warming  ovens  for  res- 
taurants. Galeb  Shields,  the  chairman  of  the  Fort  Peck  Tribes,  was 
in  Washington  yesterday  to  talk  all  this  over.  EDA  may  not  be  able 
to  save  all  the  jobs,  but  it  can  certainly  save  some. 

The  bill  we  are  discussing  today  is  the  first  EDA  reauthorization 
in  10  years.  It  will  make  sure  EDA  continues  to  serve  the  people 
of  Montana,  Florida,  Georgia,  and  all  our  other  States,  and  it  will 
do  more  than  that.  It  will  save  money,  and  it  will  make  EDA  even 
more  effective  than  it  is  today.  First,  it  includes  measures  to  imple- 
ment the  recommendations  of  Vice  President  Gore's  National  Per- 
formance Review.  Second,  it  includes  new  provisions  to  deal  with 
one  of  the  greatest  problems  facing  rural  States — that  is,  out  mi- 
gration and  the  need  to  create  job  opportunities  for  young  people 
in  rural  areas. 

It  is  my  pleasure  today  to  welcome  Ron  Brown,  Secretary  of  the 
Department  of  Commerce.  This  is  an  historic  event.  It's  a  first.  I've 
asked  the  staff  to  go  back  and  check  the  records.  This  is  the  first 
time  the  Secretary  of  Commerce  has  ever  appeared  before  this  com- 
mittee. We  are  honored  today  to  welcome  Secretary  Brown. 

Before  I  turn  to  you,  Mr.  Secretary,  I'd  like  now  to  turn  to  my 
good  friend  Senator  Lieberman  from  Connecticut  for  any  statement 
he  may  wish  to  make. 

OPENING  STATEMENT  OF  HON.  JOSEPH  I.  LIEBERMAN,  U.S. 
SENATOR  FROM  THE  STATE  OF  CONNECTICUT 

Senator  Lieberman.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  let  me  welcome  you  on  this  historic  day  and  thank 
you  for  making  history  with  us  and  for  the  committee. 

And  thank  you,  Mr.  Chairman,  for  holding  this  hearing  on  the 
reauthorization  of  the  Economic  Development  Administration. 

I'd  like  to  look  over  your  shoulder  just  a  moment,  Mr.  Secretary, 
and  give  a  special  welcome  to  my  good  friend  and  former  constitu- 
ent and  neighbor.  Will  Ginsberg,  who  left  our  City  of  New  Haven 
to  come  to  D.C.  and  head  the  EDA.  We  appreciate  his  service. 

As  the  Chairman  has  mentioned,  it  has  been  well  over  a  decade 
since  this  committee  met  to  reauthorize  the  programs  of  the  EDA, 
and  this  reauthorization  is  certainly  long  overdue.  I  want  to  point 
out  particularly  for  the  record  that  it  is  under  the  leadership  of  the 
Secretary  and  your  leadership,  Mr.  Chairman,  that  we  have 
reached  this  point.  It  took  a  united  effort. 

Most  of  the  current  EDA  programs  were  conceived  in  the  1970s, 
but  we're  obviously  facing,  in  the  1990s,  very  different  local  eco- 
nomic development  challenges  effected  by  intense  global  competi- 
tion, by  changes  in  technology,  by  cutbacks,  for  instance,  in  defense 
spending,  and  by  the  liberalization  of  trade  policy,  which  may  make 
macroeconomic  sense  but  can  also  have  a  devastating  effect  on  local 
communities.  We  know  this  firsthand  in  Connecticut  because  of  the 
way  in  which  defense  cutbacks  have  affected  people's  lives  and  live- 
lihoods in  our  State. 

Mr.  Chairman,  I've  reviewed  the  Secretary's  testimony,  and  I  ap- 
preciate it  very  much,  and  read  about  EDA's  new  initiatives.  I  par- 
ticularly want  to  compliment  the  Secretary  for  his  efforts,  which 
are    welcome   and    significant,    to    modernize    EDA's    programs   to 


reinvent  the  agency  and  to  streamline  EDA's  bureaucracy.  In  a  rel- 
atively short  time,  EDA  has  reassessed  the  challenges  of  local  eco- 
nomic development  and  redefined  its  own  role  in  a  way  that  I  think 
is  relevant  and  constructive. 

When  it  comes  to  local  economic  development,  my  own  experience 
with  the  challenges  facing  the  communities  in  Connecticut  tells  me 
the  obvious,  which  is  that  there  are  no  easy  answers  and  no  quick 
solutions.  Local  economic  development  is  a  long  process  that  builds 
one  job  at  a  time,  one  new  enterprise  at  a  time,  one  new  technology 
at  a  time.  So  the  many  initiatives  that  make  up  an  economic  devel- 
opment strategy  have  to  come  from  the  local  community  or  region, 
not  from  Washington. 

This  is  definitely  not  a  one-size-fits-all  program.  What's  needed, 
I  think,  is  flexibility  and  innovation.  The  Federal  Government  can 
use  its  limited  resources  to  leverage  additional  private  capital  and 
bring  those  resources  together  to  help  solve  local  redevelopment 
challenges,  and  it  does  seem  to  me  that  EDA  and  the  Commerce 
Department  are  uniquely  capable  of  filling  this  role. 

Mr.  Secretary,  I'm  intrigued  with  the  competitive  communities 
proposal  that  you've  outlined  in  your  testimony  and  will  in  a  mo- 
ment, and  I  look  forward  to  continuing  to  discuss  this  initiative 
with  you  and  with  Members  of  the  committee.  I  also  am  very  inter- 
ested in  the  whole  question  of  loan  guarantees  and  think  there  is 
substantial  merit  to  EDA  having  loan  guarantee  authority,  and  I'd 
like  to  see  the  committee  develop  the  best  way  to  structure  such 
a  program. 

Mr.  Chairman,  there's  one  specific  legislative  matter,  a  part  of 
the  bill,  that  I  want  to  mention.  The  Secretary's  testimony  dis- 
cusses EDA's  mission  with  regard  to  defense  conversion  assistance 
and  argues  that  defense  conversion  funds  are  urgently  needed  to 
address  problems  relating  not  only  to  defense  closures  and 
realignments  of  military  installations,  but  also  to  impacts  on  indus- 
try. The  committee  bill  at  this  point  discusses  defense  conversion 
only  in  the  context  of  base  closure,  but  does  not  refer  to  the  indus- 
trial adjustment  and  downsizing.  In  my  view,  limiting  EDA's  de- 
fense conversion  mission  to  base  closure  would  be  a  significant  nar- 
rowing of  EDA's  current  defense  conversion  authority. 

Mr.  Chairman,  I'm  pleased  to  say  that  our  staffs  have  discussed 
this  issue,  and  I  hope  that  we  can  work  together  on  language  that 
would  achieve  these  two  purposes,  but  I  wanted  at  this  hearing 
just  to  put  this  matter  of  interest  to  me  on  your  own  radar  screen. 
Again,  I  thank  you  very  much  for  the  hearing,  and  I  look  forward 
to  the  Secretary's  testimony. 

Senator  Baucus.  Thank  you,  Senator  Lieberman. 

I  want  to  take  a  minute  to  acknowledge  receipt  of  statements 
from  the  Majority  Leader,  Senator  Mitchell,  as  well  as  from  Sen- 
ators Boxer  and  Warner.  Without  objection,  those  statements  will 
be  included  in  the  record. 

[The  statements  referred  to  follow:] 

Statement  of  Hon.  George  J.  Mitchell,  U.S.  Senator  From  the  State  of 

Maine 

Mr.  Chairman.  I  am  pleased  we  are  finally  addressing  the  long  overdue  reauthor- 
ization of  the  Economic  Development  Administration.  It  is  my  sincere  hope  and  in- 
tent to  see  an  EDA  reauthorization  bill  enacted  during  the  103rd  Congress. 


First,  I  would  like  to  welcome  to  this  hearing  one  of  our  witnesses,  Bob  Thomp- 
son, Executive  Director  of  the  Androscoggin  Valley  Council  of  Governments,  or 
AVCOG,  located  in  Auburn,  Maine.  AVCOG  is  one  of  Maine's  five  Economic  Devel- 
opment Districts  as  designated  by  the  EDA.  It  provides  valuable  economic  develop- 
ment and  business  assistance  services  for  three  Western  Maine  counties. 

The  EDA  has  helped  AVCOG  and  local  community  efforts  to  create  local  commu- 
nity efforts  to  create  and  retain  hundreds  of  jobs  in  Western  Maine.  EDA  has  also 
created  or  sustained  thousands  of  other  jobs  throughout  Maine  and  across  the  coun- 
try. I  think  Bob  would  agree  that  many  economic  development  success  stories  trace 
their  roots  back  to  the  support  provided  by  EDA  programs.  I  look  forward  to  hearing 
Bob's  testimony  as  he  illustrates  the  importance  of  the  EDA  through  accounts  of 
how  it  has  assisted  AVCOG  and  Maine's  other  Economic  Development  Districts. 

Mr.  Chairman,  since  coming  to  the  Senate  I  have  been  an  ardent  supporter  of  the 
EDA  and  its  programs.  Without  the  support  of  EDA  financing,  thousands  of  jobs  in 
Maine  and  other  rural  states  might  not  now  exist.  Just  this  year,  less  than  $650,000 
in  EDA  funds  helped  preserve  540  jobs  in  my  State  and  helped  create  another  100 
related  jobs.  That  translates  into  a  cost  of  less  than  a  $1,400  per  job  subsidy  spent 
on  a  long-term  employment  opportunity.  I  am  sure  that  my  colleagues  can  speak 
of  successes  in  their  States  as  well.  I  believe  that  it  is  vitally  important  to  the  eco- 
nomic well-being  of  communities  around  the  country  that  the  Economic  Develop- 
ment Administration  receive  strong  Federal  support.  Since  1982,  when  the  last  re- 
authorization expired,  EDA  has  been  forced  to  rely  on  annual  appropriations.  The 
support  of  the  Clinton  Administration  and  this  Committee  will  finally  allow  the 
EDA  to  focus  its  attention  on  long  term  economic  development  goals.  However,  as 
the  EDA  moves  forward  with  the  implementation  of  these  goals,  I  sincerely  hope 
it  will  continue  its  commitment  to  the  programs  that  have  made  it  a  success  and 
to  the  areas  and  populations  which  have  benefitted  from  its  support. 

Mr.  Chairman,  I  am  very  proud  of  the  good  things  EDA  has  done,  and  I  am  sure 
that  many  of  my  colleagues  are  as  well.  Many  of  us  represent  communities  which 
have  suffered  severe  economic  distress  through  the  downsizing  of  the  military  or 
other  factors.  However,  we  have  been  able  to  count  on  EDA  help  to  provide  the  cru- 
cial services  which  help  retain  and  create  jobs  in  order  to  alleviate  these  situations. 
I  look  forward  to  the  continued  success  of  the  Economic  Development  Administra- 
tion and  I  look  forward  to  the  passage  of  the  bill  we  are  considering  today. 


Statement  of  Hon.  Barbajra  Boxer,  U.S.  Senator  from  the  State  of 

California 

I  would  like  to  thank  the  Chairman  for  his  effort  to  move  the  long-awaited  reau- 
thorization of  the  Economic  Development  Administration.  I  am  pleased  to  be  a  co- 
sponsor  of  this  bill. 

I  also  want  to  thank  Secretary  Brown  for  his  attendance  here  to  talk  about  this 
long  over  due  reauthorization.  I  especially  want  to  thank  the  Secretary  for  all  of  his 
efforts  to  repair  not  only  the  infrastructure  in  the  economically  distressed  commu- 
nities suffering  from  this  year's  California  earthquake,  but  to  thank  him  for  his  help 
in  repairing  the  spirits  of  California's  disaster  victims  as  well.  I'm  sure  other  regions 
of  the  country  which  have  also  experienced  major  disasters  are  grateful  for  the  in- 
terest of  the  Commerce  Department  in  assisting  these  communities  in  their  long- 
term  recovery  efforts. 

From  the  earthquake-devastated  ghost  towns  of  the  San  Fernando  Valley  to  the 
closed  timber  mills  of  the  Klamath  Mountains,  the  EDA  has  come  to  the  rescue  of 
California's  economically  town  communities.  Many  of  the  programs  and  initiatives 
advanced  by  the  Secretary  have  been  modeled  after  current  EDA  programs  in  Cali- 
fornia. I  look  forward  to  the  Secretary's  testimony  to  learn  how  these  programs  have 
fared  and  how  well  they  can  be  turned  into  models  for  the  country. 

The  EDA  has  assisted  a  large  southern  California  defense  subcontractor,  who  lost 
more  than  a  third  of  its  contracts  and  laid  off  nearly  half  its  workers  since  1990 
as  a  result  of  defense  downsizing.  Glen  County  Supervisor  Gary  Freeman,  another 
witness  whom  I  welcome  here  today,  can  attest  to  how  the  EDA  has  helped  the  City 
of  Orland,  California,  save  one  of  its  largest  industries — olive  processing — with  pub- 
lic works  grants. 

The  EDA  has  labored  too  long  in  the  back  waters  of  economic  development  pro- 
grams. 

Now,  this  Administration,  empowered  by  this  reauthorization  will  have  the  one 
thing  sorely  missing  for  the  past  14  years — vision.  A  vision,  a  real  strategy  on  how 
we  are  going  to  build  economic  recovery  in  these  communities  torn  by  business 
realignments,  base  closures  and  natural  disasters. 


I  am  pleased  to  see  that  the  Chairman's  bill  address  problems  related  to  base  clo- 
sures in  response  to  EDA's  growing  role  in  assisting  communities  disrupted  by  base 
closures.  The  outreach  program  in  this  bill  directs  the  Secretciry  to  designate  an 
agency  representative  for  each  state  experiencing  closures  and  realignments.  That 
is  important  to  establish  needed  focus  on  these  disrupted  areas. 

I  am  also  pleased  to  know  that  the  Chairman  will  work  with  me  in  establishing 
an  Office  of  Economic  Development  Information  within  the  Office  of  Strategic  Eco- 
nomic Development  Planning  and  Policy  provided  in  this  bill.  The  Information  Of- 
fice will  include  the  defense  conversion  clearinghouse.  Last  year,  I  introduced  legis- 
lation, along  with  my  colleague  Sen.  Lieberman  as  an  original  cosponsor,  to  estab- 
lish a  clearing  house  for  information  on  defense  conversion. 

By  creating  a  one-stop  shop  conversion  clearinghouse,  callers  can  cut  through  the 
red-tape  from  23  Federal  agencies  charged  with  helping  our  communities  and  get 
comprehensive  assistance  information  with  one  phone  call.  The  Office  of  Economic 
Development  Information  serves  as  a  central  information  point  of  matters  relating 
to  economic  development,  adjustment  assistance,  industrial  retention  and  disaster 
recovery  as  well  as  defense  conversion  programs. 

I  am  very  pleased  that  Secretary  Brown  established  the  clearinghouse  through  ad- 
ministrative action  nearly  a  year  ago. 

I  would  also  like  to  see  that  the  appropriations  set-aside  for  activities  related  to 
base  closures  and  realignments  of  military  installations  be  expanded  to  include  de- 
fense conversion  activities.  The  largest  job  losses  in  California  resulting  from  de- 
fense downsizing  have  come  from  cutbacks  or  closures  of  defense  industries.  I  am 
afraid  that  about  50  percent  of  EDA's  current  conversion  funds  would  not  be  author- 
ized under  the  existing  bill  language. 

Finally,  I  am  pleased  to  see  the  bill  includes  similar  language  from  Sen.  Pryor's 
amendment  that  I  cosponsored  last  year  that  grants  needed  flexibility  to  EDA  to 
extend  assistance  for  projects  on  military  bases  before  the  applicant  secures  title  to 
the  property.  This  will  help  expedite  this  needed  assistance. 

These  and  other  provisions  in  this  bill  to  streamline  assistance  programs  will  reap 
dividends  from  the  affected  communities.  As  a  former  member  of  a  county  board  of 
supervisors,  I  can  appreciate  a  streamlined  grant  application  and  approval  process. 

This  bill  and  this  Administration  are  forging  a  new  vision  for  economic  develop- 
ment planning.  It  keeps  the  best  of  the  core  EDA  program  for  public  works  assist- 
ance. It  streamlines  procedures  and  provides  better  coordination  among  Federal 
agencies.  And,  critical  to  California,  it  authorizes  $80  million  for  assisting  activities 
related  to  base  closures  and  military  realignments. 

This  reauthorizing  will  enable  our  local  communities  to  meet  the  challenges  of 
global  competition. 


Statement  of  Hon.  John  W.  Warner,  U.S.  Senator  From  the  Commonwealth 

OF  Virginia 

Mr.  Chairman  and  members  of  the  Committee,  I  welcome  the  opportunity  to  hear 
from  our  witnesses  today  with  respect  to  the  legislation  introduced  by  Chairman 
Baucus  to  reauthorize  the  Economic  Development  Administration. 

Mr.  Chairman,  I  support  the  programs  administered  by  the  Economic  Develop- 
ment Administration.  I  also  support  the  programs  administered  by  the  Appalachian 
Regional  Commission.  As  you  know,  the  Appalachian  Regional  Commission  and  the 
Economic  Development  Administration  through  a  federal  and  state  partnership,  pro- 
vide much  needed  funding  for  economic  and  development  programs  in  rural  areas 
of  Virginia,  and  other  needy  areas  throughout  the  country.  Many  opportunities  for 
future  economic  and  community  development  programs  within  my  state  depend  on 
the  reauthorization  of  both  the  Economic  development  Administration  and  the  Ap- 
palachian Regional  Commission. 

Mr.  Chairman,  I  favor  our  Committee  approving  legislation  to  reauthorize  these 
two  vital  agencies.  I  also  strongly  support  the  inclusion  of  three  counties  of  the 
Commonwealth  of  Virginia  in  the  Appalachian  region.  The  addition  of  the  counties 
of  Montgomery,  Roanoke,  and  Rockbridge  into  the  Appalachian  region  will  enable 
these  communities  to  have  access  to  funds  for  future  economic  development  projects 
as  well  as  much  needed  infrastructure  improvements. 

I  look  forward  to  working  with  this  Committee  to  achieve  this  goal.  The  reauthor- 
ization of  both  the  Economic  Development  Administration  and  the  Appalachian  Re- 
gional Commission  are  vital  to  rural  America. 

Senator  Baucus.  Secretary  Brown? 


STATEMENT  OF  HON.  RONALD  H.  BROWN,  SECRETARY,  DE- 
PARTMENT  OF  COMMERCE,  ACCOMPANIED  BY  HON.  WIL- 
LIAM GINSBERG,  ASSISTANT  SECRETARY  FOR  ECONOMIC 
DEVELOPMENT 

Mr.  Brown.  Thank  you  very  much,  Chairman  Baucus  and  Sen- 
ator Lieberman.  Thank  you  very  much  for  your  very  gracious  and 
supporting  opening  statements.  I'm  obviously  very  pleased  to  ap- 
pear before  you  today  to  discuss  our  plans  for  the  future  of  the  Eco- 
nomic Development  Administration  and  the  compelling  need  to  re- 
authorize EDA  through  the  enactment  of  S.  2257. 

I  might  say  also,  Mr.  Chairman  and  Senator  Lieberman,  that  I 
hope  the  historic  nature  of  my  presence  here  today  gives  a  clear 
signal  of  my  personal  commitment  and  that  of  the  Clinton  Admin- 
istration to  EDA,  to  its  mission  and  purposes,  and  to  the  kind  of 
role  that  we  think  it  can  play  in  the  future.  For  too  long  we  have 
seen  during  times  of  economic  recovery  that  a  band  of  affluence 
grows  around  our  economically  distressed  inner  cities.  It  never 
quite  reaches  our  economically  distressed  rural  areas.  We  don't 
want  that  band  to  just  get  a  couple  inches  bigger  during  this  eco- 
nomic recovery,  but  rather  we  want  economic  recovery  to  reach  all 
the  people  of  America,  and  we  believe  that  EDA  can  play  an  impor- 
tant role  in  the  pursuit  of  that  goal. 

I'd  like  to  commend  you,  Mr.  Chairman,  for  your  leadership  in 
introducing  S.  2257,  the  reauthorization  of  EDA.  I  also  want  to  ex- 
tend my  personal  thanks  to  its  original  co-sponsors,  including  many 
distinguished  Members  of  this  committee.  We  are  at  a  truly  his- 
toric turning  point  in  meeting  the  competitive  challenges  and  in  de- 
fining the  role  of  the  Federal  Government  in  local  economic  devel- 
opment. 

The  issue  before  us  is  EDA's  reauthorization,  but  we  know  that 
for  12  years  we  had  administrations  which  believed  that  there  was 
really  no  role  for  the  Federal  Government  in  local  economic  devel- 
opment. But  today's  economic  challenges,  I  believe,  force  us  to 
think  in  new  ways.  It's  not  enough  just  to  do  the  things  we've  al- 
ways been  doing  a  little  bit  better.  It  seems  to  me  it's  time  for  us 
to  do  some  new  things,  to  try  to  have  a  real  impact  where  too  often 
we  have  not  had  as  much  of  an  impact  as  we  would  like. 

This  Administration  strongly  supports  the  reauthorization  of 
EDA.  We  support  enactment  of  S.  2257.  We'd  like  to  offer  some 
suggestions  which  we  think  might  provide  some  modest  improve- 
ments to  those  in  the  original  draft  of  the  legislation,  and  we'd  like 
to  work  very  closely  with  you,  Mr.  Chairman,  and  Members  of  the 
committee  to  work  with  you  on  some  of  those  suggestions.  Senator 
Lieberman  outlined  a  number  of  those  in  his  introductory  remarks. 

We  believe  the  Federal  Government  can  and  must  play  an  ag- 
gressive role  in  assisting  local  communities  to  build  an  economic 
base  for  the  future.  In  this  way,  we  can  help  to  create  good  private 
sector  jobs  and  a  higher  standard  of  living  for  working  Americans 
in  distressed  communities.  In  this  way,  we  can  bring  the  benefits 
of  America's  increased  competitive  strength  to  areas  across  the 
country  which  have  been  outside  the  main  stream  of  economic 
growth.  EDA  is  a  lead  player  in  this  strategy. 

In  the  larger  context  of  the  Commerce  Department's  efforts  to 
promote  industrial  competitiveness  through  technology  support  and 


trade  promotion,  EDA  is  uniquely  positioned  to  forge  partnerships 
between  the  Federal  Government  and  local  communities.  This,  we 
believe,  will  result  in  a  new,  diversified  economic  base  and  an  en- 
gine of  economic  growth  for  the  production  of  high-wage,  high-scale 
jobs.  To  accomplish  this,  EDA  will  work  with  communities  in  link- 
ing together  the  disparate  and  too  often  conflicting  segments  of  in- 
dustry, community,  and  local  government. 

Commerce  Department  efforts  to  promote  competitiveness  are 
aimed  at  expanding  our  economy  and,  most  importantly,  creating 
jobs.  While  the  economy  as  a  whole  is  growing,  the  rising  tide  is 
leaving  too  many  boats  under  water.  Surrounded  by  new  economic 
opportunities,  the  economic  base  of  many  of  our  distressed  rural, 
urban,  and  defense-impacted  communities  consists  largely  of  the 
remnants  of  a  once  vibrant  economy,  leaving  visibly  behind  the  ter- 
rible social  costs  stemming  from  lack  of  economic  opportunity. 

Indeed,  many  of  America's  social  divisions  are  reflected  in  the 
contrast  between  communities  with  a  competitive  economic  base, 
where  innovation  is  remaking  the  economic  landscape  and  creating 
opportunity,  and  non-competitive  distressed  communities,  where 
the  employment  base  is  shrinking  and  where  hopes  for  the  future 
are  obscured  by  a  nostalgia  for  the  economy  of  the  past. 

At  this  defining  moment  in  the  rapidly  changing  world  economy, 
EDA  must  change,  too.  EDA  is  changing  the  way  it  conducts  busi- 
ness, and  EDA  is  changing  the  business  it  conducts.  For  example, 
EDA  is  changing  the  way  it  processes  local  applications  to  reduce 
the  time  needed  to  answer  community  concerns.  Too  often,  burden- 
some and  duplicative  procedures  force  applicants  to  wait  far  too 
long  to  receive  an  answer  to  their  proposal.  In  our  review,  we  have 
discovered  that  some  have  had  to  wait  as  long  as  12  to  18  months 
as  a  turnaround  period  to  get  a  response  to  a  proposal. 

As  private  sector  businesses  have  streamlined  and  decentralized 
their  operations  to  increase  productivity,  so  has  EDA.  Thus,  on 
June  1st,  EDA  delegated  to  its  regional  offices  decisionmaking  au- 
thority on  grant  applications.  Expediting  processing  is  part  of  an 
overall  EDA  effort  to  empower  the  regional  staff  and  thereby 
pushes  decisions  to  the  front  line,  we  think  where  they  belong.  Our 
goal  is  that  EDA  processing  time  for  applications  will  not  exceed 
60  days. 

S.  2257  builds  on  EDA's  traditional  strengths  and  provides  it  the 
flexibility  to  pursue  a  new  direction.  First,  by  maintaining  broad- 
based  eligibility  for  EDA  programs,  the  bill  enables  us  to  establish 
initiatives  that  allow  communities  to  compete  for  funding  for  new 
activities  while  maintaining  the  current  funding  system  for  infra- 
structure and  public  works  needs.  Second,  the  bill's  focus  on  strate- 
gic investment  planning  will  be  helpful  in  restructuring  EDA  pro- 
grams so  that  they  meet  public  and  private  sector  priorities.  Third, 
the  bill  provides  necessary  authorization  of  appropriations  to  sup- 
port the  President's  full  request  for  defense  conversion  assistance. 

One  additional  tool  that  we  believe  would  be  extremely  helpful 
for  efl"ective  and  comprehensive  economic  development  is  loan  guar- 
antee authority.  We  recommend  that  loan  guarantee  authority  be 
provided  in  Title  IX  of  the  enabling  statute.  We  are  aware  of  the 
problems  with  EDA  loan  guarantee  authority  in  the  past.  When  I 
talk  about  the  past,  I  talk  about  20  years  ago,  Mr.  Chairman.  In 
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marked  contrast  to  EDA's  previous  guarantee  program,  however, 
we  would  use  new  loan  guarantee  authority  to  support  competitive 
growing  industries  of  the  future  through  experienced  local 
intermediaries.  This  program  would  be  structured,  of  course,  to 
avoid  duplicating  SBA's  Guaranteed  Business  Loan  Program. 

As  an  economic  development  tool,  the  Loan  Guarantee  Program 
would  be  a  catalyst  to  assist  private  sector  investment  that  would 
create  quality  jobs.  EDA  could  provide  assistance  to  financing  exist- 
ing, emerging,  or  expanding  private  sector  firms  that  have  been 
identified  as  priorities  under  the  community  investment  strategy. 
At  the  outset,  EDA  would  utilize  this  authority  to  recapitalize  se- 
lected EDA-funded  revolving  loan  funds,  thereby  leveraging  scarce 
Federal  resources. 

Traditionally,  EDA  has  focused  on  public  works  infrastructure. 
This  focus  will  continue.  As  a  compliment  to  the  public  infrastruc- 
ture program,  EDA  has  developed  a  new  initiative  that  we  call 
competitive  communities.  This  program  will  assist  communities 
outside  the  main  stream  of  economic  growth  to  benefit  from  the  in- 
creasing competitive  success  of  American  industry. 

Competitive  communities  will  not  designate  communities  for 
funding.  It  will  support  specific  projects  selected  by  local  non-profit 
intermediaries.  EDA  financial  assistance  will  be  provided  through 
these  intermediaries  in  order  to  allow  communities  to  establish  an 
institutional  link  between  the  community  leadership  and  the  busi- 
ness leadership.  Competitive  communities  will  require  local  busi- 
nesses, community  and  political  leaders  to  forge  an  alliance. 

I  might  emphasize,  Mr.  Chairman,  we  think  this  is  a  very  impor- 
tant concept.  It's  one  that  we  have  followed  in  the  Clinton  Adminis- 
tration in  trying  to  create  a  new  set  of  relationships  in  America, 
in  trying  to  build  bridges,  in  trying  to  create  a  partnership  between 
the  public  and  private  sector.  It's  our  view  if  we  are  going  to  com- 
pete internationally  in  this  very  tough  and  competitive  global  eco- 
nomic environment,  that  a  new  kind  of  partnership  between  the 
public  and  private  sector  is  absolutely  essential. 

In  order  to  select  projects  that  best  accomplish  the  competitive 
communities  objective,  funding  will  be  awarded  based  on  a  merit- 
based  national  competition.  Efforts  will  be  made  to  achieve  a  geo- 
graphic balance  among  regions  of  the  country  and  between  rural/ 
urban  and  defense/non-defense  impacted  areas.  Competitive  com- 
munities will  build  upon  the  EDA  network  of  economic  develop- 
ment districts,  revolving  loan  funds,  and  university  centers. 

Competitive  communities  will  be  structured  so  as  to  involve 
these  entities  as  intermediaries,  which  will  be  particularly  impor- 
tant in  rural  areas,  where  economic  development  districts  are  often 
the  sole  local  economic  development  entity.  We  will  ensure  ade- 
quate public  and  private  sector  input  into  the  formulation  of  com- 
petitive communities  projects.  By  funding  non-profit  community- 
based  intermediaries,  competitive  communities  would  be  creating 
an  institutional  network  of  economic  development  at  the  local  level. 

In  developing  this  initiative,  we  have  built  upon  what  you  and 
many  of  your  colleagues  have  already  identified — the  growing  net- 
work of  community  development  corporations,  or  CDCs.  These 
types  of  community-based  organizations  are  exactly  the  type  of  en- 
tity we  intend  to  fund  to  implement  this  program.  CDCs  can  build 


on  their  existing  relationships  with  business  and  lending  institu- 
tions, along  with  the  public  sector  relations,  to  help  create  new  op- 
portunities in  distressed  areas. 

Competitive  communities  would  compliment  rather  than  dupli- 
cate other  Federal  programs,  such  as  the  Small  Business  Adminis- 
tration and  Federal  technology  programs.  The  focus  of  the  program 
is  explicitly  long-term,  high-quality  jobs.  EDA-funded  projects 
would  be  those  identified  locally  and  confirmed  through  evaluation 
by  EDA  as  both  credit  worthy  and  most  likely  to  provide  those 
quality  jobs. 

EDA,  through  this  program,  will  play  its  natural  role  of  bridging 
the  gap  between  political  and  business  relationships  by  focusing 
both  groups  on  private  sector  business  creation.  The  crucial  ele- 
ment missing  in  many  private  sector  business  plans — a  positive  im- 
pact on  the  community — would  become  a  community  focus.  In  the 
way  public  works  infrastructure  enables  communities  to  recruit 
new  businesses,  the  competitive  communities  infrastructure  creates 
the  opportunity  for  a  diversified  industrial  base,  building  bridges 
over  economic  gaps  and  building  linkages  between  distressed  com- 
munities in  rural  and  urban  areas  and  their  more  prosperous 
neighbors. 

With  a  new  Competitive  Communities  Program  working  in  con- 
junction with  the  new  Loan  Guarantee  Program,  the  Economic  Ad- 
justment and  Defense  Conversion  Program,  and  a  reinvigorated 
Public  Works  Program  supporting  mutually  reinforcing  local  public 
infrastructure  priorities,  EDA  will  have  the  tools  to  allow  commu- 
nities outside  the  economic  mainstream  to  benefit  from  the  sub- 
stantial growth  the  Administration  has  brought  to  the  Nation.  Sen- 
ate reauthorization  will  reaffirm  support  of  these  tools. 

Mr.  Chairman  and  Senator  Lieberman,  I  thank  you  for  your  gra- 
cious invitation  to  appear  before  you  today.  Obviously,  we  look  for- 
ward to  working  with  the  committee  on  S.  2257  and  on  these  issues 
which  are  of  great  importance  to  the  American  people. 

Thank  you  very  much,  Mr.  Chairman. 

Senator  Baucus.  Thank  you  very  much,  Mr.  Secretary.  I  appre- 
ciate that.  It's  obvious  that  you're  trying  to  not  only  continue,  but 
to  breathe  additional  energy  into  a  very  good  program. 

I  mentioned  in  my  remarks  how  important  EDA  has  been  to 
Montana.  When  I  was  thinking  back  about  EDA,  actually,  the  day 
before  yesterday,  I  remembered  an  incident  that  is  very  personal, 
but  it  kind  of  brought  home  to  me  the  importance  of  the  program. 

When  I  was  first  elected  to  the  House  almost  20  years  ago,  the 
Town  of  Anaconda,  Montana  had  applied  under  title  IX  for  a  pav- 
ing project  or  something,  and  at  that  time,  an  Anaconda  company 
had  pulled  out  of  Butte,  Montana  and  Anaconda,  Montana  and  left 
the  Town  of  Anaconda  just  totally  high  and  dry.  That  was  the  sole 
industry.  It  was  a  big  smelter  in  the  Town  of  Anaconda,  just  shut 
down  and  closed. 

Anyway,  I  had  a  few  free  minutes,  and  I  was  talking  to  Eddie 
Gallagher.  Eddie  Gallagher  was  the  city  manager  at  Anaconda, 
Montana.  I'll  never  forget  it.  He  called  me  up  and  said,  "Max,  we 
sent  our  application  over  to  EDA,  and  we're  having  a  hard  time 
getting  it  approved.  I  don't  know  what  the  problem  is.  Can  you  see 
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what  you  can  do?"  I  said,  "Well,  sure,  Eddie,  let  me  see  what  I  can 
do." 

So  I  took  a  cab  downtown,  never  before  been  to  the  Department 
Commerce,  didn't  know  where  EDA  was,  just  out  of  the  blue,  and 
walked  around  the  building  and  found  EDA,  and  totally  unan- 
nounced just  walked  right  in,  introduced  myself,  "I'm  a  Congress- 
man from  Montana's  western  district,  and  I'm  checking  up  on  this 
title  IX  EDA  application."  Nobody  knew  what  was  going  on,  and 
they  scrambled  around,  and  about  10  minutes  later,  in  walks  some- 
body with  this  big  computer  printout  and  laid  it  out  on  the  table 
and  went  down  the  computer  printout  and  said,  "Well,  the  cutoff 
was  a  certain  number  of  points."  If  you  had  a  certain  number  of 
points,  you  qualified,  and  if  you  didn't  make  the  cut,  you  didn't. 
And  there  was  the  Anaconda  application  about  three  or  four  down 
below  the  cut. 

So  I  took  the  printout  and  got  another  taxi,  went  back  down  to 
my  office,  and  shipped  it  all  off  to  Eddie  Gallagher  and  said, 
"Eddie,  this  is  what  they  tell  me."  So  about  a  week  or  so  later, 
Eddie  called  me  up  and  said,  "Max,  you  know  what?  We've  gone 
through  all  this,  and  we  figured  out  they  miscalculated  the  labor 
intensity  factor." 

So  we  resubmitted  it,  and  all  I  remember  is  EDA  agreed  that 
they  had  miscalculated  the  labor  intensity  factor,  and  I've  got  to 
tell  you,  it's  beautiful.  I  wish  you  could  go  to  Anaconda  just  to  see 
it.  It  really  worked. 

Mr.  Brown.  Mr.  Chairman,  I  think  your  visit  to  the  EDA  office 
might  have  had  something  to  do  with  it.  [Laughter.] 

Senator  Baucus.  Sometimes  I  think  I  should  do  more  of  that  in 
different  places.  I've  done  that  in  other  instances,  and  it's  amazing 
what  you  learn.  I  know  firsthand  how  important  this  is. 

I  appreciate  your  competitive  communities  idea,  but  it  does  raise 
some  questions  like  what  is  it,  what's  it  all  about,  and  I  guess  the 
first  question  is,  is  this  something  that  you  intend  to  proceed  with 
on  your  own,  or  are  you  looking  for  an  authorization  in  this  reau- 
thorization bill? 

Mr.  Brown.  We  believe,  Mr.  Chairman,  that  we  have  the  author- 
ity to  proceed  with  the  Competitive  Communities  Program.  We 
would  like  to  work  with  the  committee  as  we  develop  it.  It  is  a  new 
concept.  We  believe  it's  an  important  new  concept  that  can  take 
EDA  to  the  next  level.  I  want  to  assure  you  that  it  does  not  at  all 
denigrate  our  traditional  public  works  focus.  We  think  that's  a  very 
important  focus,  the  infrastructure  focus. 

We  also  think  we  need  to  find  a  way  to  get  the  private  sector 
more  engaged,  a  way  to  leverage  Federal  dollars,  so  to  speak,  and 
to  get  local  political  leaders,  community  leaders,  business  leaders 
working  together  to  develop  an  economic  development  plan  for  the 
community. 

Senator  Baucus.  And  how  much  do  you  anticipate  spending  on 
this?  What  amount  of  resources  do  you 

Mr.  Brown.  We  think  fairly  small  at  the  beginning.  We  want  to 
make  sure  that  we  test  it,  we  want  to  make  sure  it  works,  we  want 
to  make  sure  it  has  the  kind  of  impact  we  think  it  might  have. 

Senator  Baucus.  And  "fairly  small"  means  about  what? 
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Mr.  Brown.  I  would  say  in  year  one  something  less  than  $50 
million. 

Senator  Baucus.  And  where  do  you  intend  to  get  the  $50  mil- 
lion? 

Mr.  Brown.  Well,  we've  been  fortunate,  as  you  know,  for  the  Ad- 
ministration to  be  very  supportive  of  EDA  as  a  program,  so  there 
are  additional  resources.  We  would  be  able  to  fund  this  out  of  exist- 
ing resources  without  any  cutback  in  our  commitment  to  our  tradi- 
tional public  works  focus. 

Senator  Baucus.  Does  that  mean  no  cutback  in  the  basic  title 
DC? 

Mr.  Brown.  No  cutback  at  all.  We  think,  Mr.  Chairman,  that  the 
Competitive  Communities  Program  is  very  compatible  with  what 
we're  doing.  It's  not  like  we're  headed  off  in  a  totally  new  direction, 
but  rather  it's  a  direction  that  supplements  our  existing  efforts. 

Senator  Baucus.  The  concern  I  have,  and  I  know  it's  a  concern 
to  a  lot  of  Senators  from  more  rural  States,  is  that  resources  will 
be  diverted  from  title  IX  and  other  infrastructure  programs  for  dis- 
tressed communities  at  their  expense  for  a  Competitive  Commu- 
nities Program,  which  sounds  much  more  urban  in  nature,  and  it 
is  something  that  you  and  EDA  and  the  committee  are  going  to 
have  to  work  out  so  that  that  does  not  turn  out  to  be  a  real  severe 
problem. 

Mr.  Brown.  Absolutely,  Mr.  Chairman,  and  we  want  to  work 
closely  with  you  on  it.  We  certainly  don't  want  to  leave  the  impres- 
sion that  competitive  communities  is  just  an  urban  program.  It  is 
not.  It's  an  effort  to  really  attract  high-growth  industry,  high- 
growth  business  to  distressed  urban  and  rural  communities,  and  to 
cause  communities  to  do  the  kind  of  planning  where  they  actually 
have  to  go  out — they  can't  just  say,  "I'd  like  to  identify  a  company 
in  the  telecommunications  sector,  because  that's  a  high-growth  sec- 
tor," but  rather  to  be  very  specific — "There's  Company  X  out  there, 
we  believe  Company  X  can  produce  a  number  of  jobs  in  our  commu- 
nity, and  we  want  to  provide  the  kind  of  incentive  package  in  order 
to  bring  that  company  to  our  community." 

Senator  Baucus.  I  see  my  time's  up.  I'd  just  make  the  comment 
that  rural  areas  don't  get  the  benefit  of  Community  Development 
Block  Grant  Programs,  for  example,  and  that's  a  big  program.  I 
think  that's  about  a  $1  billion  program.  And  a  lot  of  these  rural 
areas  experience  out  migration,  it's  very  hard  to  make  ends  meet, 
and  I  just  think  it  would  be  a  mistake,  frankly,  to  embark  upon 
a  new  program  which  has  the  effect  of  diminishing  resources  and 
making  it  more  difficult  for  some  more  rural  parts  of  our  country 
to  compete.  But,  again,  that's  something  we've  got  to  work  out  with 
you. 

Mr.  Brown.  And,  again,  Mr.  Chairman,  I  certainly  am  sensitive 
to  that  concern,  and  we  would  not  be  proposing  this  program  if  in 
fact  we  were  not  part  of  an  administration  that  sees  the  value  of 
EDA  and  understands  that  we  need  to  be  doing  more  both  in  the 
area  of  public  works  and  in  the  area  of  creative  ideas  to  get  the 
private  sector  more  involved. 

Senator  Baucus.  Thank  you. 

I  apologize  to  my  good  friend.  Senator  Lieberman,  for  taking  so 
much  time. 
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Senator  LlEBERMAN.  Not  at  all,  Mr.  Chairman.  Thank  you. 

Just  one  question  for  the  Secretary,  and  I  want  to  go  back  to  the 
competitive  communities  idea,  which  I  like.  In  reference  to  OBRA 
93,  where,  as  you  know,  we  created  the  Enterprise  Community/ 
Empowerment  Zone  Program,  by  definition,  the  communities  that 
will  be  designated  under  this  program  are,  to  quote  your  words, 
"outside  the  main  stream  of  economic  growth."  That's  the  basis  of 
the  application.  I  gather  that  more  than  300  applications  have  now 
been  received  for  those  designations,  which  is,  in  one  sense,  trou- 
bling because  there  are  so  many  in  need,  but  in  another  sense,  it 
represents  an  enormous  investment. 

I  can  tell  you  that  in  a  process  that  has,  I  think,  worked  whether 
a  community  is  designated  or  not — in  Connecticut,  the  urban  and 
rural  areas  that  have  applied  have  spent  a  lot  of  time,  money,  and 
really  brought  together  a  great  private/public  sector  partnership  to 
try  to  make  life  better  in  these  communities,  and  a  lot  of  it  pegged 
on  economic  growth.  So  my  question  is  whether  you've  thought  of 
a  way  in  which  these  two  programs  might  be  linked  up  with  the 
competitive  communities  idea,  because  they  seem  to  dovetail  so 
neatly. 

Mr.  Brown.  Yes,  we  have,  Senator  Lieberman.  One  of  the  things 
that  we're  concerned  about  is  we  don't  want  communities  to  have 
to  reinvent  the  wheel.  If  they've  already  done  a  lot  of  work,  col- 
lected a  lot  of  data,  done  a  lot  of  strategic  planning,  we  want  them 
to  be  able  to  use  that  same  data  and  that  same  planning  process 
to  apply  in  our  Competitive  Communities  Program. 

I  think  the  other  programs,  as  good  as  they  are,  they're  still 
going  to  miss  a  lot  of  distressed  communities  around  America,  and 
we're  hoping  that  the  Competitive  Communities  Program  can  fill 
that  gap,  again,  without  causing  those  communities  to  go  through 
a  whole  new  process,  to  come  up  with  a  whole  new  set  of  data,  and 
as  we're  formulating  this,  we'd  like  to  work  with  you  and  Members 
of  your  committee  and  your  staffs  to  try  to  formulate  an  application 
process  that  does  not  cause  duplication,  but  builds  on  the  work 
that's  already  taken  place. 

Senator  Lieberman.  Well,  I  appreciate  that  very  much  both  in 
terms  of  your  recognition  of  what's  happened  at  the  local  level,  but 
also  I  think  you  made  a  very  telling  point.  At  different  points  in 
the  debate  which  went  on  for  several  years  over  enterprise  zones, 
there  were  proposals  to  include  over  300  communities  in  the  des- 
ignation, because  over  300  communities  met  some  commonly  ac- 
cepted indices  of  need. 

So  the  Empowerment  Zone/Enterprise  Community  Program  I 
think  will — is  it  109?  I  think  it's  9  of  the  empowerment  zones  and 
100  of  the  enterprise  communities.  So  it's  going  to  leave  a  lot  of 
communities  out  that  have  a  genuine  need,  and  I  think  that  your 
idea  here  of  the  Competitive  Communities  Program  will  fit  neatly 
into  those  other  areas  of  clear  need  who  will  not,  unfortunately, 
make  this  cut.  So  I  compliment  you  on  it,  and  I  think  it's  a  great 
initiative. 

Mr.  Brown.  Thank  you,  Senator. 

Senator  Lieberman.  Thank  you,  Mr.  Chairman. 

Senator  Baucus.  Thank  you.  Senator. 
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Mr.  Secretary,  as  you  know,  one  of  the  provisions  in  the  bill  is 
to  try  to  give  some  assistance  here  and  coherence  to  the  alphabet 
soup  of  economic  development  agencies,  and  the  bill  provides  that 
EDA  do  it.  Now,  that's  a  lot.  You  know,  it's  a  noble  cause,  it's  a 
noble  goal.  Any  thoughts  as  to  how  realistic  all  this  really  is?  I 
mean,  different  agencies  are  pretty  v/ell  tied  with  different  commit- 
tees and  different  jurisdictions,  and  everybody's  worried  about  turf. 
Is  there  any  sense  that  you  have  that  we  can  actually  do  something 
about  this  and  we're  not  just  wasting  our  time  here? 

Mr.  Brown.  Well,  we  look  favorably,  Mr.  Chairman,  upon  section 
10  of  S.  2257  to  create  an  Office  of  Strategic  Economic  Develop- 
ment Planning  and  Policy  within  the  EDA.  We  think  that  that  can 
help  us  cut  through  some  of  that  red  tape  that  exists  when  you're 
dealing  with  the  so-called  alphabet  soup. 

The  legislation,  as  you  know,  Mr.  Chairman,  also  calls  for  the 
formation  of  a  Federal  Coordinating  Council  for  Economic  Develop- 
ment, which  will  operate  under  the  auspices  of  the  Planning  and 
Policy  Office  and  was  recommended  during  the  National  Perform- 
ance Review  that  we  just  went  through.  The  council  will  be  com- 
posed of  representatives  from  Federal  agencies  involved  in  matters 
that  affect  regional  economic  development,  and  the  council  will 
serve  to  assist  me  in  providing  a  unifying  framework  for  economic 
development.  So  we  think  that  the  legislation  gets  us  on  the  right 
track  in  that  regard,  Mr.  Chairman. 

Senator  Baucus.  I  mentioned  Libby,  Montana  as  a  devastated 
community,  and  I  was  up  at  Libby  with  the  folks  there.  I  mean, 
they're  really  hurting.  I  think  one  of  the  first  problems  they  face 
is  trying  to  get  some  coherence  in  all  these  different  agencies.  I 
guess  the  Rural  Development  Administration  provided  that  service, 
and  they  were  able  to  talk  to  all  the  various  economic  development 
agencies,  but  I  can  just  tell  you  it  was  very  frustrating  for  them, 
it  was  very  frustrating  for  me — where  do  you  go  first,  where  do  you 
go  second,  and  so  forth.  And  if  you  can  figure  out  some  way  to 
make  this  work,  I'll  tell  you,  a  lot  of  people  would  be  really  very, 
very  appreciative. 

Mr.  Brown.  V/ell,  as  you  know,  Mr.  Chairman,  another  area  that 
you're  very  much  interested  and  involved  in  is  the  area  of  export 
promotion,  trade  promotion.  I've  had  some  experience  with  this 
challenge  over  the  last  18  or  19  months  as  chairman  of  the  Trade 
Promotion  Coordinating  Committee,  trying  to  bring  the  19  agencies 
of  the  Federal  Government  involved  in  export  promotion  together, 
and  as  you  know,  we  were  able  to  develop  a  national  export  strat- 
egy that  we  think  is  working  now  and  making  a  difference.  So  this 
will  be  another  challenge  of  the  same  sort. 
Senator  Baucus.  You've  got  experience,  then. 
Mr.  Brown.  That's  correct,  Mr.  Chairman. 

Senator  Baucus.  You've  got  the  foreign  experience,  and  now  you 
can  put  that  together  in  a  domestic  solution.  As  I  recall,  last  year 
in  a  budget  or  an  appropriations  bill,  due  to  the  job  loss  in  the  Pa- 
cific Northwest  because  of  the  decline  of  the  timber  industry  as  a 
consequence  of  the  old-growth  forest  solution,  a  lot  of  jobs  were 
lost.  I  must  say  that  we  have  a  similar  problem  in  Montana,  the 
decline  of  jobs  because  of  the  forest  products  industry  problems.  A 
lot  of  them  are  environmental  and  so  forth. 
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Do  you  have  any  intention  to  expand  that  Pacific  Northwest  pro- 
gram to  address  other  regions  of  the  country  that  face  a  similar 
problem — that  is,  job  loss  as  experienced  in,  say,  Libby,  Montana 
and  Superior,  Montana  as  a  consequence  of  environmental  and 
other  causes  for  declines? 

Mr.  Brown.  At  the  present  time,  Mr.  Chairman,  it  is  our  inten- 
tion to  meet  the  basic  commitment  of  the  initiative  that  the  Presi- 
dent announced,  and  that  was  $3  million  annually  over  three 
years,  and  to  do  that  from  the  basic  title  IX  program  budget.  We 
are  obviously  prepared  to  deal  with  other  situations  that  are  simi- 
lar, as  we  demonstrated  on  an  issue  that  does  not  mirror  the  one 
that  you  mentioned,  but  in  many  ways  has  some  similarities,  and 
that  was  the  Northeast  fisheries  issue,  where  we  had  communities 
that  were  devastated  because  of  a  massive  reduction  in  the  stock 
of  certain  species  of  fish. 

We  were  able  to  go  in  with  assistance  from  the  Economic  Devel- 
opment Administration,  and  we  did  the  same  thing  in  the  Pacific 
Northwest  on  fisheries  issues,  and  although  they're  not  the  same 
as  the  lumber  industry  issues,  there  are  many  similarities,  and  we 
obviously  try  to  be  prepared,  Mr.  Chairman,  to  meet  new  chal- 
lenges as  they  arise. 

Senator  Baucus.  You  mentioned  your  intent  to  reduce  the  time 
it  takes  to  process  applications,  approval,  and  so  forth  down  to  60 
days.  Is  that  correct? 
Mr.  Brown.  That's  correct. 

Senator  Baucus.  By  when  do  you  hope  to  accomplish  that  goal? 
Mr.  Brown.  Well,  we've  moved  a  long  way  toward  it  already,  Mr. 
Chairman.  We  started  this  process  on  June  the  1st.  We  think  we're 
somewhere — and  I  want  to  turn  around  to  Will — somewhere  be- 
tween 90  and  120  days  now  in  processing  time,  and  we  have  60  as 
our  goal.  I  would  hope  to  meet  it  before  the  end  of  this  calendar 
year. 

Senator  Baucus.  I  see  the  fellow  behind  you  nodding  his  head 
in  agreement,  too. 

Mr.  Brown.  Oh,  is  he?  I  can't  see  behind  me,  so  I'm  glad  you 
can. 

Senator  Baucus.  He's  nodding  his  head  in  agreement,  you  can  do 
it  by  the  end  of  the  year. 

Mr.  Brown.  We  are  determined  to  make  the  Department  of  Com- 
merce, and  the  Economic  Development  Administration  specifically, 
more  user-friendly,  Mr.  Chairman.  I  mean,  the  delays  were  just  un- 
acceptable in  the  processing  period.  Part  of  it  is  there  was  a  lot  of 
duplication  of  effort.  A  regional  office  would  do  a  job,  and  then  we 
would  redo  it  here  in  Washington.  So  we've  pushed  that  decision- 
making authority  down  to  the  regional  level,  obviously  with  the  ap- 
propriate checks  and  controls,  but  we  think  we  can  really  cut  major 
chunks  of  time  out  of  that  processing  period. 

Senator  Baucus.  Well,  that  would  help  a  lot,  because,  obviously, 
people  get  a  little  bit  anxious  and  a  little  bit  put  out  with  Govern- 
ment when  things  just  take  longer  than  they  ordinarily  should 
take. 

I  have  no  more  questions,  unless  you've  got  something  else  you 
want  to  say. 
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Mr.  Brown.  No.  Thank  you  very  much,  Mr.  Chairman.  I'm  hon- 
ored to  have  an  opportunity  to  appear  before  you,  appear  before 
your  committee.  It's  always  a  pleasure  to  get  to  see  you  and  have 
an  opportunity  to  have  dialogue  with  you  again,  which  is  reminis- 
cent of  10,  15  years  ago,  when  we  had  a  chance  to  work  together. 

Senator  Baucus.  And  those  are  days  I  treasure.  Thank  you,  Mr. 
Secretary,  very  much. 

Mr.  Brown.  Thank  you,  Mr.  Chairman. 

Senator  Baucus.  All  right.  Now  I'd  like  to  turn  to  the  next  panel, 
which  includes  Mr.  G.  Morris  Wells,  Town  Manager  of  South  Hill, 
Virginia;  Mr.  Robert  Thompson,  Executive  Director  of  Androscoggin 
Council  of  Governments,  Auburn,  Maine;  and  Mr.  Austin  Burke, 
Executive  Vice  President  of  Scranton  Lackawanna  Industrial 
Building  Company  of  Scranton,  Pennsylvania. 

Mr.  Wells,  why  don't  you  proceed.  Glad  you're  able  to  make  it. 

STATEMENT  OF  G.  MORRIS  WELLS,  JR.,  TOWN  MANAGER, 
SOUTH  HILL,  VA 

Mr.  Wells.  Thank  you,  Mr.  Chairman.  I'm  glad  to  be  here,  and 
I  feel  like  we're  almost  talking  one  on  one.  [Laughter.] 

Mr.  Wells.  My  name  is  Morris  Wells.  I'm  Town  Manager  of 
South  Hill,  Virginia.  I  am  President  of  the  Lake  Country  Develop- 
ment Corporation,  a  non-profit  organization  formed  by  five  local 
governments  in  Southside,  Virginia. 

In  September  1980,  the  United  States  Department  of  Commerce, 
through  its  Economic  Development  Administration,  made  a  grant 
to  the  Southside  Planning  District  Commission  to  establish  a  re- 
volving loan  fund  to  provide  economic  development  assistance  to 
businesses  and  industries  within  the  service  area  of  the  commis- 
sion. Subsequently,  the  SPDC  entered  into  an  agreement  with 
Lake  Country  Development  Corporation  to  administer  the  revolv- 
ing loan  fund. 

I  shall  not,  because  of  time,  go  into  all  the  projects  funded  by 
EDA  that  have  created  thousands  of  jobs  in  Southside,  Virginia.  I 
would  be  glad  to  follow  up  my  comments  with  a  project-by-project 
breakdown,  if  you  so  desire.  I  will  instead  concentrate  on  the  Hali- 
fax County,  Virginia  Industrial  Park  and  the  recent  plant  locations 
in  South  Hill,  Virginia,  where  I  reside. 

Senator  Baucus.  Where  is  that?  Where  is  South  Hill? 

Mr.  Wells.  It's  in  Southern  Virginia.  It's  approximately  halfway 
between  Richmond,  Virginia  and  Raleigh,  North  Carolina. 

Senator  Baucus.  Okay.  Thank  you. 

Mr.  Wells.  EDA  invested  $1.4  million  with  a  local  investment 
of  $3.5  million  in  Halifax  County  Industrial  Park.  To  date,  11  in- 
dustries employing  over  1,700  people  are  working  in  the  park. 
What  is  absolutely  phenomenal,  and  I  think  even  to  the  United 
States  Senator  this  would  be  phenomenal,  is  that  these  11  compa- 
nies have  collectively  invested  over  $100  million  in  this  rural  area. 
This  is  private  investment,  I  might  add.  As  you're  aware,  EDA  does 
not  participate  in  relocations,  so  the  $100  million  investment  rep- 
resents startups  or  expansions. 

In  South  Hill,  EDA  contributed  $750,000  toward  the  expansion 
of  the  town's  $4  million  wastewater  treatment  plant.  The  town  was 
under  a  moratorium  which  prohibited  additional  industrial  hook- 
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ups.  Since  the  completion  of  its  treatment  plant  upgrade,  the  Com- 
munity Memorial  Healthcenter  has  had  a  major  expansion,  Vir- 
ginia Quilting  opened  a  new  division.  International  Veneer  ex- 
panded into  the  area,  M&D  Metal  Products  opened  a  new  plant  in 
South  Hill,  and  just  recently  Brunswick  Container  Corporation  and 
American  Buildings  Cornpany  have  announced  locations  in  the 
South  Hill  area.  Brunswick  Container  Corporation  is  the  fifth  larg- 
est bottling  company  in  the  world.  American  Buildings  Company  is 
the  third  largest  manufacturer  of  steel  buildings  in  the  world. 
American  Buildings  plans  to  begin  operations  in  October  of  this 
year. 

These  industries  represent  a  private  investment  of  over  $38  mil- 
lion and  900  new  jobs.  Without  the  expansion  of  the  wastewater 
plant,  none  of  these  companies  could  be  in  South  Hill  today. 

EDA-funded  projects,  as  you  well  know,  are  part  of  an  overall 
economic  development  plan,  and,  very  frankly,  we  think  our  plan 
is  working.  For  the  sake  of  time,  I  shall  not  elaborate  on  the  many 
projects  funded  by  the  revolving  loan  program,  which  EDA  funded, 
but,  again,  I  will  be  glad  to  follow  up  my  remarks  in  writing  if 
there  any  questions  you  may  have. 

Thank  you. 

Senator  Baucus.  Thank  you,  Mr.  Wells,  very  much. 

Mr.  Burke,  I'd  first  like  to  say  that  Senator  Wofford  personally 
told  me  that  he  wished  he  could  be  here  to  welcome  you.  He's  been 
detained.  Secondly,  I  want  to  tell  you  that  he  very  strongly  sup- 
ports the  reauthorization  of  the  Economic  Development  Act  and 
welcomes  you  to  the  hearing. 

STATEMENT  OF  AUSTIN  J.  BURKE,  EXECUTIVE  VICE  PRESI- 
DENT, SCRANTON  LACKAWANNA  INDUSTRIAL  BUILDING 
COMPANY,  AND  SECRETARY,  LACKAWANNA  INDUSTRIAL 
FUND  ENTERPRISES,  SCRANTON,  PA 

Mr.  Burke.  Terrific.  Well,  I  certainly  appreciate  that.  Senator 
Wofford  has  made  his  staff  available,  and  they  were  very  welcom- 
ing and  also  explained  that  he  would  not  be  able  to  be  here.  But 
I'm  delighted  to  be  here,  and  I'm  delighted  that  you're  here,  Mr. 
Chairman. 

My  name  is  Austin  Burke.  I'm  the  Executive  Vice  President  of 
the  Scranton  Lackawanna  Industrial  Building  Company,  which  is 
called  SLIBCO,  and  I'm  also  the  Secretary  of  Lackawanna  Indus- 
trial Fund  Enterprises,  LIFE.  SLIBCO  and  LIFE  are  non-profit 
community  development  organizations  that  for  50  years  have 
served  the  City  of  Scranton  and  the  County  of  Lackawanna  in  the 
State  of  Pennsylvania. 

Over  that  period  of  time,  SLIBCO  has  built  and  LIFE  has  fi- 
nanced over  250  economic  development  projects  that  currently  em- 
ploy over  18,000  people.  More  than  half  of  the  people  that  work  in 
manufacturing  in  Lackawanna  County  today  are  in  facilities  that 
SLIBCO  built  and  LIFE  financed.  We've  accomplished  this  through 
various  programs,  including  revolving  loan  funds,  construction  of 
factories,  warehouses  and  offices,  and  the  development  of  industrial 
parks,  office  parks,  and  a  technology  park. 

I'm  here  today  to  urge  the  reauthorization  of  the  Economic  De- 
velopment Administration  Program.  I  do  so  because  the  EDA  Pro- 
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gram  has  been  a  keystone  of  our  development  efforts,  enabling  the 
transformation  of  our  region's  economy.  We've  utilized  EDA  for 
technical  assistance  in  developing  our  community  economic  devel- 
opment strategies.  EDA  loans  have  been  made  to  our  community's 
businesses.  EDA  infrastructure  grants  have  made  possible  our  in- 
dustrial parks,  our  office  parks,  and  our  new  technology  park. 

Scranton,  Pennsylvania  is  perhaps  an  archetype  of  the  success 
that  EDA  can  make  possible.  In  the  late  1940s,  following  World 
War  II,  our  basic  industry,  anthracite  mining,  collapsed,  very  simi- 
lar to  the  situation  that  you  described.  Tens  of  thousands  of  our 
people,  roughly  one  out  of  four  workers,  were  unable  to  fmd  work. 
Out  migration,  again  similar  to  your  situation,  of  many  of  our  edu- 
cated young  people  was  one  cruel  result.  The  adverse  financial  ef- 
fects of  a  shrinking  tax  base  resulted  in  an  inability  of  our  munici- 
palities to  develop  their  own  job-creating  industrial  facilities.  Times 
were  tough,  very  tough. 

Private  community  development  corporations  such  as  LIFE  and 
SLIBCO  initiated  successful  bootstrap  economic  development  pro- 
grams, but  we  lacked  sufficient  capital  to  do  the  job  on  a  large 
scale.  Like  many  urban  areas  today,  we  did  not  have  the  resources 
to  develop  our  own  industrial  parks,  reclaim  the  mine-scarred  land, 
remove  older  industrial  facilities  and  clear  the  way  for  new  con- 
struction and  new  investment.  EDA,  through  its  economic  develop- 
ment grant  programs,  provided  this  capability. 

The  result  of  the  EDA  assistance  has  been  jobs.  As  we've  said, 
over  18,000  jobs  were  created  in  Lackawanna  County  through  our 
programs.  These  jobs  created  with  EDA  assistance  helped  address 
many  of  the  problems  faced  today  by  distressed  cities  throughout 
America. 

For  example,  good  career  opportunities  in  Scranton  have  helped 
reduce  out  migration.  People  are  actually  moving  home  again.  EDA 
helped  finance  the  W.W.  Scranton  Office  Park  at  Montage.  Pruden- 
tial employs  over  500  people  there  and  is  adding  300  new  positions 
when  its  expansion  is  finished.  New  graduates  of  our  schools  now 
work  in  Scranton,  and  want  ads  for  new  positions  at  Prudential  are 
sent  by  mom  and  grandmom  all  over  the  country  to  let  those  that 
had  to  move  away  know  that  they  have  opportunities  they  can 
come  home  to.  Similarly,  computer-aided  design  jobs  are  available 
at  Pocono  Design  Systems.  Scranton  workers  are  selling  to  the  Jap- 
anese from  the  Thomson  Consumer  Electronics  television  tube 
plant,  and  even  Mrs.  Bundt  is  baking  cakes  in  our  Stauffer  Indus- 
trial Park. 

Good  jobs  in  Scranton  made  possible  through  EDA  programs  are 
helping  us  retain  and  attract  the  talented  people  necessary  to  the 
well-being  of  our  community.  Other  urban  problems,  such  as  hous- 
ing deficiencies,  educational  needs,  and  even  family  problems,  can 
be  better  addressed  when  a  steady  income  from  a  good  job  is  avail- 
able. The  Economic  Development  Admirilstration  programs  have 
helped  relieve  much  of  the  human  misery  that  the  lack  of  a  good 
job  causes.  EDA  programs  have  contributed  to  a  better  quality  of 
life  for  individuals  and  to  a  better  quality  of  living  in  our  munici- 
palities. 

The  Economic  Development  Administration  programs  have  also 
generated  hope  for  our  communities  by  providing  us  with  the  facili- 
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ties  to  generate  the  jobs  of  the  future — high-technology,  high  value- 
added,  well-paying  jobs  that  offer  true  career  opportunities  for  our 
people.  EDA  funded  a  portion  of  our  200-acre  Scott  Technology 
Park,  where  Ph.D.s  in  biochemistry  are  discovering  new  molecules 
that  provide  arthritis  relief  at  Biofor,  Inc.  Gene  manipulation  to 
provide  safe  sources  of  blood  and  vital  organs  less  subject  to  rejec- 
tion are  being  studied  at  the  DNX  Pharmakon  Research  Inter- 
national facility.  Their  new  expansion,  nearly  completed,  will  pro- 
vide careers  in  science  for  over  150  of  our  people. 

EDA  is  helping  us  build  our  future.  Programs  of  the  Economic 
Development  Administration  help  to  ameliorate  the  chronic  unem- 
ployment and  underemployment  situation  in  Scranton,  Pennsylva- 
nia. Jobs  created  help  to  relieve  other  municipal  and  social  prob- 
lems through  tax  base  enhancement  and  income  creation.  These 
programs  have  provided  hope  for  our  future  and  a  solid  base  upon 
which  we  can  build  and  realize  our  hope. 

Other  urban  areas  are  struggling  as  Scranton  has  struggled.  To 
give  these  cities  and  their  citizens  the  chance  for  hope  for  a  future, 
I  urge  reauthorization  of  this  effective  program. 

Thank  you  again  for  the  opportunity  to  be  here. 

Senator  Baucus.  Thank  you,  Mr.  Burke,  very  much. 

Mr.  Thompson? 

STATEMENT  OF  ROBERT  J.  THOMPSON,  EXECUTIVE  DIREC- 
TOR, ANDROSCOGGIN  VALLEY  COUNCIL  OF  GOVERNMENTS, 
AUBURN,  ME 

Mr.  Thompson.  Chairman  Baucus,  thank  you  very  much  for  the 
invitation  to  testify  on  behalf  of  this  reauthorization  bill.  My  name 
is  Bob  Thompson.  I'm  the  Executive  Director  of  the  Androscoggin 
Valley  Council  of  Governments,  and  I'm  also  currently  serving  as 
the  President  of  the  Economic  Development  Council  of  Maine,  an 
association  of  professionals  to  further  the  ethics  and  promotion  of 
economic  development  activities. 

I'm  speaking  to  you  today  on  behalf  of  the  AVCOG  community, 
some  60  rural  communities  located  in  Western  Maine,  as  well  as 
the  many  businesses  that  we  service  in  that  area.  I've  been  active 
in  planning  and  economic  development  initiatives  in  Maine  for  over 
20  years,  and  I've  had  many  opportunities  to  see  the  effectiveness 
of  EDA  programs  at  both  the  local  and  the  regional  level. 

AVCOG  was  established  in  the  early  1960s  as  a  quasi-govern- 
mental non-profit  community-based  organization  to  promote  re- 
gional cooperation  in  the  areas  of  economic  and  community  devel- 
opment, land  use,  and  environmental  and  transportation  planning. 
Our  designation  in  1977  as  an  EDA  planning  and  development  dis- 
trict is  largely  responsible  for  our  ability  to  have  evolved  into  a 
comprehensive  planning  and  business  assistance  delivery  agency. 

We  currently  hold  the  following  designations:  we're  a  Small  Busi- 
ness Administration  SBDC,  we're  a  Finance  Authority  of  Maine 
certified  lender,  we're  an  SBA  504  certified  development  corpora- 
tion, we're  an  SBA  women's  prequalification  loan  intermediary, 
we're  a  CDBG  technical  assistance  provider  under  the  State  pro- 
gram, and  we're  also  a  Farmers  Home  intermediary  lender.  What 
this  has  done  in  a  vast  rural  area  of  Western  Maine  is  created  a 
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concentration  of  one-stop  shopping  and  no  runaround  on  behalf  of 
businesses  trying  to  seek  financing. 

AVCOG  has  a  decade  of  EDA  experience  with  programs  in  pubhc 
works,  economic  development,  and  now  we're  moving  into  the  de- 
fense area  as  well.  As  examples,  our  direct  lending  programs  have 
loaned  over  $3.8  million  to  small  businesses  which  have  leveraged 
an  additional  $22  million  in  private  financing  and  can  be  credited 
with  retaining  or  creating  some  2,000  jobs.  Similarly,  the  other  eco- 
nomic development  districts  in  Maine  have  programs  and,  in  10 
years,  are  responsible  for  some  5,000  jobs  with  an  EDA  investment 
of  only  $5  million  that  has  created  leverage  of  over  $67  million. 

The  State  of  Maine's  four  districts  are  characterized  as  rural  eco- 
nomic growth  centers,  much  as  I  hear  you  speak  about  in  Montana, 
with  a  high  dependence  on  single  large  employers.  We  have  a  ma- 
ture manufacturing  base  that's  been  adversely  affected  over  the 
years  in  textiles  and  shoes,  and  we  have  now  the  issues  associated 
with  defense.  The  population  in  the  regions  served  by  these  EDDs 
exceeds  national  averages  in  unemployed  persons,  persons  below 
poverty  level,  and  they  correspondingly  lag  in  national  averages  of 
per  capita  income.  We  are  rural,  and  we  are  impacted. 

The  State  of  Maine  is  the  fourth  most  defense-dependent  State 
per  capita  nationally,  and  EDA  funds  have  been  instrumental  both 
to  my  agency  as  well  as  the  State  of  Maine  in  developing  an  action 
plan  to  respond  to  the  defense  dependency. 

EDA  funding  historically  has  been  associated  with  traditional  in- 
dustrial parks  and  water  and  sewer  infrastructure,  but  it's  the 
fiexibility  and  the  diversity  of  EDA  programs  that  has  allowed  for 
innovative  locally  designed  approaches  that  is  its  real  strength. 
EDA  funding  to  support  economic  development  district  programs 
has  enabled  district  staff  to  conduct  planning  as  a  precursor  to 
project  identification,  design,  and  implementation. 

The  OEDP  process,  which  is  fundamental  to  any  district  pro- 
gram, provides  the  public-private  partnership  necessary  to  com- 
prehensively identify  the  needs,  accounting  for  all  the  complexities, 
and  to  design  solutions  which  are  practical  and  effective.  In  my 
written  testimony,  I  have  provided  a  great  level  of  detail  with  re- 
gard to  several  projects  that  highlight  this  flexibility,  but  I  would 
like  to  take  just  a  moment  to  give  you  a  couple  of  highlights  of  a 
few. 

There's  a  business-based  work  force  training  program  that  was 
identified  by  my  agency  and  designed  by  my  OEDP  process  to  meet 
the  needs  of  severe  unemployment  and  dislocated  workers  from  the 
defense  industry.  Using  $275,000  made  available  through  the  Sud- 
den and  Severe  Economic  Dislocation  Program,  we  were  able  to  le- 
verage an  additional  $230,000  in  private  investment,  and  we 
trained  trainers.  We  went  to  the  businesses  that  had  employment 
opportunities,  and  we  dealt  with  them  one  on  one.  In  18  months, 
we  were  able  to  put  back  300  dislocated  workers  into  well-paying 
jobs,  and  we  upgraded  the  skills  of  an  additional  127. 

We  also  have  dealt  with  severe  job  losses  in  the  Katahin  area  by 
funding  an  entrepreneurial  and  training  center,  which  is  dealing 
with  the  fact  that  this  community  is  currently  facing  12  to  14  per- 
cent unemployment. 
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An  intermodal  rail  facility,  which  the  Senator's  staff  has  assisted 
us  with,  is  going  to  show  that  it's  possible  to  deal  with  the  issues 
of  the  Clean  Air  Act  as  well  as  have  economic  development  oppor- 
tunity as  well.  We  are  going  to  meet  both  objectives. 

The  Maine  Fisheries  Adjustment  Program,  which  was  alluded  to 
earlier  by  the  Secretary,  is  another  one  coming  in  under  the 
Amendment  5  actions.  We  have  been  severely  curtailed  in  our  abil- 
ity to  deliver  in  the  fisheries  area,  and  the  Department  of  Marine 
Resources  has  been  developing  loan  funds  and  a  planning  and  re- 
search and  technical  assistance  program. 

I  have  additionally  provided  some  detailed  information  on  tradi- 
tional public  works  projects  that  is  in  the  written  testimony,  but 
in  summary  I  would  like  to  state  that  the  Economic  Development 
Administration  is  an  effective  agency  with  a  small  cadre  of  profes- 
sionals that  has  continuously  helped  the  State  of  Maine  and  its 
people  meet  their  economic  objectives.  By  requiring  sound  planning 
at  the  local,  regional,  and  State  levels  that  involves  local  elected 
leadership,  this  agency  has  assured  the  commitment  and  effective- 
ness of  its  program. 

With  respect  to  the  provisions  of  the  act,  retention  and  enhance- 
ment of  the  OEDP  process,  which  fosters  the  development  of  these 
strategies  and  cooperation,  is  essential.  This  will  help  us  meet  both 
the  short-term  and  the  long-term  needs  for  economic  restructuring 
and  diversification.  The  expedited  application  process  that  would 
include  regional  approval  authority  should  be  supported.  The 
defederalization  of  the  EDA  revolving  loan  funds  will  reduce  ad- 
ministration and  lending  requirements,  thereby  simplifying  the 
lending  process,  making  it  more  compatible  with  business  and 
banking  needs,  without  losing  accountability  and  security  of  port- 
folios. EDA  and  its  programs  for  district  planning,  defense  conver- 
sion and  readjustment,  public  works,  disaster  relief,  and  Title  IX 
economic  adjustment  assistance  is  the  cornerstone  of  the  efforts  of 
local  governments  working  with  their  businesses  to  improve  their 
local  economies. 

On  a  separate  but  related  matter,  I  would  also  encourage  the 
Chairman  and  the  committee,  however,  to  pay  particular  attention 
to  language  currently  being  developed  for  the  implementation  of 
the  competitive  communities  proposal.  Current  discussions  would 
seem  to  include  exclusionary  language  in  the  definition  of 
intermediaries  and  would,  therefore,  eliminate  from  competitive 
consideration  any  proposal  from  a  community-based  economic  de- 
velopment district. 

In  Maine — and  I'm  sure  it's  true  in  many  other  rural  States — the 
economic  development  district  delivery  system  is  largely  commu- 
nity-based and  is  providing  effective  support  and  private  sector  eco- 
nomic activity  in  distressed  areas.  However,  in  the  discussions  that 
we're  aware  of  so  far,  the  definition  of  the  intermediaries  would 
preclude  these  organizations  from  responding  to  the  RFP  that  is 
suggested  by  the  Secretary  that  would  undergo  a  merit  based  com- 
parative evaluation.  To  preclude  organizations  on  a  basis  of  struc- 
ture rather  than  the  effectiveness  and  the  quality  of  the  proposal 
is  not  competitive  and  will  not  serve  the  people  and  the  businesses 
proposed  to  be  benefited. 

I  appreciate  the  opportunity  to  share  these  thoughts  with  you. 
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Senator  Baucus.  Thank  you,  Mr.  Thompson. 

I  would  just  Hke  to  open  it  up  generally  to  the  three  of  you,  on 
a  more  informal  basis.  I'd  like  to  talk  to  you  a  little  bit  about  what 
lessons  have  you  learned  from  the  present  program,  what  do  you 
like  best  about  it.  Flexibility,  I  suppose,  is  one  attribute  you  like, 
and  there  are  many  others,  too.  But  what  do  you  like  about  the 
present  EDA  program  that  can  be  continued  or  maybe  even  some 
other  economic  development  programs,  even  outside  of  EDA?  But 
what  works  here? 

Then  I'm  going  to  ask  you  another  set  of  questions  as  to  what 
advice  you  have  for  improvements,  what  changes  would  you  rec- 
ommend to  make  it  even  better.  But  first  of  all,  what  works  and 
what  do  you  like  about  it? 

Mr.  Wells.  Well,  Mr.  Chairman,  I  think  that  the  flexibility  of 
EDA  is  what  made  it  the  most  successful  over  the  years.  Having 
been  in  local  government  for  a  long  time,  we've  dealt  with  HUD, 
Farmers  Home  Administration,  and  while  these  are  good  programs, 
EDA  tends  to  be  a  program  you  can  bend,  if  you  will,  to  help  out 
an  economically  depressed  area  in  Maine  or  one  in  Montana  or  one 
in  Virginia,  and,  obviously,  they're  different  distressed  areas. 

I  think  one  of  the  keys  to  the  success  of  EDA  has  been  the  over- 
all economic  development  plan,  in  which  EDA  says  "You  must  show 
us  a  plan  as  to  how  your  communities  can  best  use  our  funding," 
and  in  the  last  case,  I  guess,  I  think  the  most  successful  is,  in  Vir- 
ginia we  have  a  very  strong  economic  development  district  pro- 
gram, and  you  were  talking  earlier  about  some  communities  in 
Montana  not  knowing  where  to  go  to  find  assistance  from  Farmers 
Home  or  EDA.  We  have  found  in  the  economic  development  district 
that  I'm  in,  and  I  think  at  least  one  other  gentleman  at  this  table, 
that  it  is  a  one-stop  shopping  center.  It's  almost  like  a  cafeteria, 
if  you  will,  and  you  go  in  and  you  receive  immediate  assistance. 

Senator  Baucus.  Mr.  Burke,  Mr.  Thompson,  any  thoughts? 

Mr.  Burke.  I  think  that  the  flexibility  of  the  Infrastructure  De- 
velopment Program  has  been  most  useful  to  us  in  Scranton,  where 
we  were  able  to  respond  to  our  own  needs,  make  investments  now 
that  perhaps  take  a  while  to  pay  off.  By  making  the  investments 
now  in  infrastructure  development,  you're  ready  when  an  RCA- 
Thompson  comes  in  or  a  Prudential  comes  in.  You  have  those  facili- 
ties that  you've  perhaps  targeted  without  knowing  the  specific  com- 
pany that  you  were  looking  for,  but  knowing  that  you  would  need 
it  when  the  companies  come  in,  and  we've  been  successful  with 
that.  We've  had  the  companies  make  the  decisions  to  come  in,  and 
as  a  result,  there's  thousands  of  people  working. 

Senator  Baucus.  Mr.  Thompson? 

Mr.  Thompson.  I  agree  with  all  the  comments  that  have  been 
made.  I'd  merely  emphasize  that  the  recognition  that  it  takes  plan- 
ning over  a  period  of  time — I  think  your  own  comments  were  that 
economic  development  does  not  happen  overnight.  It's  not  a  quick- 
fix  type  of  an  approach.  The  funding  of  the  districts  to  do  fun- 
damental planning  on  a  continuing  basis  is  critical,  and  if  there's 
an  area  that  could  be  improved,  I  would  say  increasing  the  level 
of  funding  to  ensure  that  we  are  getting  all  the  planning  done  that 
is  necessary  would  be  one  of  the  best. 
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The  other  would  be  the  revolving  funds,  most  specifically.  The 
tightness  in  availability  of  capital  for  emerging  industries,  old- 
growth  industries  in  particular  that  are  downsizing,  it's  very  hard 
to  fund  under  traditional  means  without  some  form  of  subordinated 
assistance. 

Senator  Baucus.  I  think  that's  right.  What  about  the  Adminis- 
tration's suggestion  about  the  loan  guarantee?  Is  that  a  good  idea? 
I  mean,  in  part,  we  were  able,  over  the  years,  to  turn  around  a  bad 
image.  A  lot  of  people,  when  they  think  of  EDA,  who  are  not  di- 
rectly associated  with  it  have  memories  of  a  lot  of  projects  that 
have  kind  of  gone  belly  up  in  the  steel  industry  days  and  so  forth, 
and  the  more  we  have  loan  guarantees — it  may  be  hard  to  convince 
some  Members  of  the  Congress  to  move  toward  guarantees  who  are 
worried  that  it  might  loosen  up  the  program  too  much.  What  are 
your  thoughts  about  all  that? 

Mr.  Thompson.  If  I  may,  without  seeing  the  details  of  it,  it's  very 
difTicult.  If  this  becomes  a  loan  guarantee  program  for  very  large 
corporations,  it's  not  going  to  be  very  effective  in  the  State  of 
Maine,  where  we  are  a  State  of  small  businesses,  and  if  it  in  fact 
diminishes  the  funding  availability  for  the  recapitalization,  which 
I  understand  just  from  the  comments  I'm  hearing  today  that  it 
should  not,  I'd  be  concerned  in  that.  I'd  rather  see  the  RLFs  ex- 
panded to  deal  with  the  small  businesses  in  the  rural  areas  if  in 
fact  they  are  competitive  with  one  another. 

Senator  Baucus.  Your  thoughts  on  that  subject,  Mr.  Burke? 

Mr.  Burke.  We  have  a  privately  funded  revolving  loan  program 
of  our  own.  It's  designed  for  those  same  companies  that  the  Loan 
Guarantee  Program  would  work  for.  It's  a  real  problem  area  be- 
cause if  it's  a  good  enough  loan,  the  banks  are  taking  them  right 
now,  and  yet  if  it's  a  bad  enough  loan,  no  one  wants  it  anyway,  so 
you're  left  with  a  little  sandwich  of  loans  in  the  middle  that  don't 
quite  meet  current  bank  lending  standards  but  do  have  a  reason- 
able chance  for  repayment,  because  it  is  public  dollars  that  we're 
dealing  with.  It's  a  very  difficult  area  to  deal  in. 

It's  much  easier  for  us  to  put  together  a  project  with  Prudential 
or  Thompson  than  it  is  to  effect  even  a  $50,000  loan  with  a  small 
business  that  has  other  problems.  They  don't  have  usually  the  ac- 
counting expertise,  the  legal  expertise,  or  a  lot  of  the  other  assets 
that  the  large  companies  do,  so  it  takes  a  lot  of  manpower  for  us 
to  deliver  that,  and  then,  because  a  good  number  of  them  get  into 
trouble,  it  takes  another  big  slug  of  manpower  administering  the 
problem  loans. 

The  loan  guarantee  program  is  worthy  in  its  goals  and  its  intent, 
but  there  are  a  lot  of  practical  problems  to  actually  delivering  it. 

Senator  Baucus.  Mr.  Wells,  any  thoughts  on  this? 

Mr.  Wells.  Yes,  Mr.  Chairman.  If  you  remember  the  old  loan 
guarantee  program  that  EDA  had,  most  of  those  companies  ended 
up  on  the  front  page  of  either  the  Washington  Post  or  the  major 
newspapers  as  going  belly  up. 

Senator  BAUCUS.  They  did. 

Mr.  Wells.  I  think  the  revolving  loan  program  that  we  have  op- 
erates very  well  with  local  banks,  and  I  would  be  very  careful 
about  getting  back  into  the  loan  guarantee  business.  Obviously,  the 
Small  Business  Administration  is  in  that  business,  and  I  promised 
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myself  I  wasn't  going  to  say  anything  negative  when  I  came  up 
here  today,  so  I  won't  say  anything  more  about  SBA.  [Laughter.] 

Senator  Baucus.  Say  something  constructive. 

Mr.  Wells.  I  think  if  you  need  some  additional  funding  any- 
where or  additional  authorization,  it  would  be  some  more  working 
capital  for  the  revolving  loan  program. 

Senator  Baucus.  What  about  this  60-day  goal  that  the  Secretary 
spoke  of?  What  advice  do  you  have  as  to  how  they  can  accomplish 
that? 

Mr.  Wells.  Good  luck. 

Senator  Baucus.  Anything  else?  Any  ideas  you  have  that  would 
give  them  a  little  bit  of  guidance,  a  little  help  there? 

Mr.  Burke.  I  feel  perhaps  more  technical  assistance 

Senator  Baucus.  Assistant  Secretary  Ginsberg  is  sitting  right  be- 
hind you.  He's  waiting  for  you  to  give  him  a  little  assistance  here. 

Mr.  Burke.  Good.  I  think  perhaps  more  technical  assistance  up 
front  in  setting  a  community's  goals.  Perhaps  some  type  of  assist- 
ance, not  in  prescreening  the  projects,  but  in  having  someone  avail- 
able to  discuss  the  projects  with.  The  reason  that  I  say  that  is, 
we're  currently  developing  an  industrial  park,  a  new  industrial 
park.  Where  it  used  to  take  us  eight  months  or  a  year  to  develop 
a  piece  of  industrial  land  and  be  ready  for  industry,  now  it  takes 
three  or  four  or  five  years.  Not  because  of  EDA.  Completely  outside 
of  EDA  and  your  funding  sources  there  are  all  kinds  of  environ- 
mental studies  that  have  to  be  done,  geotechnical  studies  in  our 
area,  and  now  we're  into  traffic  studies.  There  are  the  problems  of 
putting  together  the  land  parcel  thing  you  need  at  a  reasonable 
price. 

What  I'm  saying  is,  it  just  takes  so  much  longer  to  do  projects 
now  because  there  just  seems  to  be  layer  upon  layer  upon  layer  of 
different  regulations,  things  that  have  to  be  addressed,  so  that  by 
the  time  you  get  to  an  EDA  loan  application,  where  many  of  these 
layers  and  layers  and  layers  of  approvals  and  areas  that  have  to 
be  looked  at  have  to  be  cross  checked,  if  you  would,  by  EDA,  the 
pre-application  is  about  this  big,  and  the  application  itself  is  about 
this  big. 

I  don't  know  how  anybody  could  review  that  in  60  days,  to  be 
quite  honest,  but  that's  the  job  that  they've  been  given  to  do.  I 
would  greatly  applaud  a  60-day  turnaround,  and  I  hope  they 
achieve  it. 

Senator  Baucus.  They  said  they're  going  to  do  it  by  the  end  of 
the  year. 

Any  other  thoughts  any  of  you  have? 

[No  response.] 

Senator  Baucus.  Well,  I  want  to  thank  you  very  much  for  taking 
the  time  to  come  here.  This  is  a  very  good  program,  and  we're 
going  to  do  our  level  best  to  get  this  reauthorized  this  year.  Thank 
you  very  much. 

OK.  The  next  panel:  Mr.  Gary  Freeman,  President  of  the  Na- 
tional Association  of  Development  Officials;  Mr.  Peter  diCicco,  Sec- 
retary-Treasurer, AFL-CIO;  and  Mr.  Thomas  Ahem,  Executive  Di- 
rector, Jersey  City  Economic  Development  Corporation,  Jersey 
City,  New  Jersey,  representing  the  Council  for  Economic  Develop- 
ment. 
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Mr.  Freeman,  why  don't  you  begin.  Keep  in  mind  your  state- 
ments will  automatically  be  included  in  the  record,  and  I'd  urge 
you  to  try  to  stay  within  five  minutes. 

STATEMENT  OF  GARY  FREEMAN,  PRESIDENT,  TRI-COUNTY 
ECONOMIC  DEVELOPMENT  DISTRICT,  ORLAND,  CA,  AND 
PRESIDENT,  NATIONAL  ASSOCIATION  OF  DEVELOPMENT 
ORGANIZATIONS 

Mr.  Freeman.  I'm  Gary  Freeman,  President  of  the  Tri-County 
Economic  Development  District  in  Orland,  California,  and  Presi- 
dent of  the  National  Association  of  Development  Organizations.  I'm 
also  a  Glenn  County  commissioner-elect.  I'd  like  to  thank  you  for 
inviting  NADO  to  testify  at  today's  hearing  and  to  offer  the  support 
of  our  members  for  the  Economic  Development  Reauthorization 
Act,  your  legislation  to  reauthorize  EDA. 

As  you  know,  rural  local  governments  depend  on  economic  devel- 
opment districts  for  professional  assistance.  In  most  rural  commu- 
nities, rural  elected  officials  such  as  myself  serve  on  a  part-time 
basis  and  have  little  or  no  staff.  Therefore,  these  organizations 
serve  to  augment  and  support  the  efforts  of  local  elected  officials. 

My  district,  the  Tri-County  Economic  Development  District,  was 
organized  and  established  as  a  private  non-profit  agency  in  1985, 
and  I  have  served  as  their  president  since  its  founding.  Our  organi- 
zation's purpose  is  to  act  as  an  economic  development  planning  and 
coordinating  agency  for  Butte,  Glenn,  and  Tehama  Counties  in 
rural  Northern  California.  Our  region  experiences  chronic  high  un- 
employment, underemployment,  and  poverty  rates,  as  well  as  very 
low  per  capita  and  family  incomes. 

The  district  has  played  a  major  role  in  my  region's  economic  de- 
velopment, by  assisting  our  cities,  counties,  and  small  business  peo- 
ple to  obtain  funding  for  over  100  projects,  including  $12.8  million 
in  public  sector  investments  that  leveraged  nearly  $24  million  in 
private  capital  and  created  or  retained  approximately  800  jobs. 

I  want  to  just  highlight  one  example  for  you,  Mr.  Chairman.  Re- 
cently our  district,  through  its  planning  efforts,  helped  the  City  of 
Orland,  of  which  I'm  a  former  mayor  to  retrofit  its  municipal  brine 
ponds  that  assisted  the  olive  industry  in  processing  its  municipal 
waste. 

Through  a  requirement  of  the  California  Regional  Water  Quality 
Control  Board,  regulations  were  changed,  and  the  city  had  to  make 
a  substantial  expenditure  of  funds  to  update  those  brine  ponds.  In 
fact,  the  $625,000  price  tag  was  far  beyond  the  financial  capacity 
of  both  the  city  and  the  olive  processing  industry.  However,  the  in- 
dustry was  able  to  contribute  a  20  percent  match,  $125,000,  to  the 
EDA  $500,000  public  works  grant,  enabling  the  industry  to  up- 
grade the  brine  ponds  and  to  maintain  operations  in  Orland.  Had 
the  olive  processing  industry  been  forced  to  close,  the  job  loss 
would  have  devastated  the  community. 

I  have  an  example  of  those  products  that  I'd  like  to  present  to 
you,  and  I  must  say  it's  well  below  $10,  so  it  falls  within  the  gift 
limit.  (Laughter. I 

Senator  Baucus.  You  better  be  sure  about  that. 

Mr.  Freeman.  I'm  positive.  I  checked  it  before  I  came. 
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In  this  example  that  I  just  gave  to  you,  the  benefits  of  EDA  as- 
sistance were  three-fold:  first,  the  local  community,  through  our 
district's  planning  efforts,  determined  the  importance  of  the  olive 
processing  industry  to  our  city  and  made  saving  it  a  priority;  sec- 
ond, by  combining  their  matching  funds  with  EDA's  public  works 
grant,  the  industry  was  able  to  save  more  than  150  jobs;  and,  third, 
through  EDA  assistance,  environmental  standards  were  met  while 
an  industry  was  kept  alive,  proving  that  environmental  protection 
and  economic  development  can  go  hand  in  hand. 

Our  district  has  been  in  a  lot  of  projects  with  revolving  loan 
funds,  including  taking  a  small  microbrewery  with  three  employees 
and  working  through  a  variety  of  financing  sources.  Now  it  is  the 
seventeenth  largest  microbrewery  in  the  United  States.  That's 
through  a  variety  of  financing,  public  and  private. 

One  other  example  of  revolving  loan  funds  I  think  is  important, 
because  I  think  it  gets  at  government  and  the  way  it  can  assist 
people  in  getting  off  of  the  public  assistance  rolls.  We  had  a  woman 
in  the  City  of  Willows  who  was  divorced,  and  was  forced  to  support 
four  children  through  the  AFDC  Program.  She  had  expertise  in 
making  saddlery  pack  equipment.  After  going  to  the  traditional 
sources — banks  and  whatever — she  was  unable  to  find  assistance, 
but  we  were  able  to  work  with  her  to  get  a  small  $10,000  operating 
capital  loan,  and  I'm  happy  to  say  that  that  has  worked  out  well. 
She's  now  off  of  AFDC  and  has  a  very  successful  business. 

So  these  are  just  examples  of  the  flexibility  of  what  our  district 
does.  We've  done  other  things,  including  what  you've  heard  from 
the  previous  panel,  and  I  won't  go  through  those  things,  but  one 
of  the  things  I  did  want  to  mention,  is  the  rapid  response  plan  our 
district  has  coordinated  through  the  Northwest  timber  initiative. 
One  of  the  most  important  things  is  the  planning  grants,  which  Mr. 
Thompson  did  a  real  good  job  emphasizing  earlier. 

And  just  a  couple  of  last  points,  Mr.  Chairman,  because  I  know 
my  time  is  short.  Our  NADO  members  feel  strongly  that  the  Eco- 
nomic Development  Act,  S.  2257,  co-sponsored  by  14  other  spon- 
sors, including  my  Senator,  Barbara  Boxer,  includes  much  of  what 
our  members  support  and  EDA  needs.  We  feel  that  it's  important 
to  pass  a  multiyear  authorization.  It  is  clearly  time  for  EDA  to  be 
reinvented  and  renewed,  but  without  losing  sight  of  its  primary 
mission:  creating  jobs  in  distressed  rural  and  small  metropolitan 
communities.  Your  legislation  does  just  that. 

Our  members  applaud  and  welcome  the  bill's  provision  directing 
EDA  to  expedite  the  processing  of  applications,  and,  lastly,  our 
members  are  pleased  that  your  legislation  contains  language 
defederalizing  revolving  loan  fund  program  funds.  This  has  been 
one  of  our  top  priorities  at  NADO  for  years. 

At  this  time,  I  believe  a  strong  foundation  must  be  our  first  con- 
cern. Only  then  can  we  turn  our  attention  to  new  initiatives.  And 
when  EDA  and  Congress  do  consider  new  initiatives  for  the  agency, 
I  believe  that  EDA  must  use  its  existing  network  comprised  of  eco- 
nomic development  districts. 

Chairman  Baucus,  our  economic  development  districts  nation- 
wide join  me  in  thanking  you  for  your  diligent  work  to  reauthorize 
EDA,  and  we  encourage  the  entire  Senate  to  give  their  support  to 
your  bill. 
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Thank  you. 

Senator  Baucus.  Thank  you,  Mr.  Freeman.  Thank  you  very 
much. 

Mr.  diCicco? 

STATEMENT  OF  PETER  S.  diCICCO,  SECRETARY-TREASURER, 
INDUSTRIAL  UNION  DEPARTMENT,  AFI^CIO 

Mr.  DiClCCO.  Senator,  if  I  may,  before  offering  my  comments,  just 
correct  the  record  in  terms  of  my  title.  My  friend  Tom  Donahue 
would  get  a  bit  upset 

Senator  Baucus.  I  wondered  about  that  when  I  saw  it  written 
down  here. 

Mr.  DiClCCO.  I  am  Secretary-Treasurer  of  the  Industrial  Union 
Department  of  the  AFI^CIO. 

Senator  Baucus.  Thank  you. 

Mr.  DiClCCO.  Thank  you  for  the  opportunity  of  offering  some 
comments.  We've  offered  you  some  formal  testimony,  and  I'd  like 
to  just  highlight  certain  sections  of  it  in  terms  of  the  comments 
today,  and  then  expand  a  little  bit  in  a  couple  of  areas  that  need 
discussion. 

As  you  know,  the  House  overwhelmingly  endorsed  the  EDA  reau- 
thorization bill  that  would  allow  the  agency  to  retain  and  improve 
its  capability  to  support  employment-generating  economic  develop- 
ment initiatives.  The  Industrial  Union  Department  of  the  AFL^ 
CIO  and  our  affiliated  trade  unions  strongly  support  these  func- 
tions because  of  the  devastating  job  losses  our  members  have  suf- 
fered as  a  result  of  international  trade,  defense  cutbacks,  and  other 
forms  of  economic  restructuring. 

Support  for  firms  and  workers  in  defense-dependent  communities 
works  best  when  linked  to  an  overall  strategy  to  develop  new  eco- 
nomic activities  in  affected  regions.  Without  new  development  ini- 
tiatives in  highly  defense-dependent  communities,  the  question 
naturally  arises  regarding  retraining  programs,  but  the  problem  is 
placement  for  where  and  training  for  what.  It's  been  our  concern 
for  some  time. 

We,  therefore,  join  with  others  in  calling  on  the  committee  to  en- 
dorse a  comparable  legislation.  The  House  side  has  H.R.  2442, 
which  goes  further  in  promoting  an  integrated  economic  develop- 
ment strategy.  While  S.  2257  contains  several  useful  reform  provi- 
sions, we  urge  you  to  incorporate  several  vital  points  into  the  bill 
before  bringing  it  forward.  I'll  try  to  review  these  quickly  for  you. 

Expanding  the  EDA  mission  to  include  industrial  retention.  As 
has  been  noted,  EDA  was  founded  to  promote  the  long-term  devel- 
opment of  impoverished  rural  areas  through  infrastructure  devel- 
opment and  industrial  attraction.  The  agency  also  provides  assist- 
ance to  distressed  communities  through  its  title  IX  program.  While 
we  strongly  support  EDA's  traditional  work,  an  industrial  retention 
mission  which  invests  resources  to  save  existing  businesses  and 
jobs  can  be  an  extremely  cost-effective  approach  to  ensure  the  well- 
being  of  many  communities. 

I  brought  with  me — and  I  believe  you  have  a  copy  of  it — since  the 
beginning  of  January  of  1993,  we've  made  a  list  of  those  Fortune 
500  companies  that  have  announced  reductions  of  5,000  people  or 
more,  and  you  can  see  that  the  total  range  is  to  455,000  job  dis- 
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placements.  The  sense  of  this  is  that  to  be  able  to  focus  on  retain- 
ing as  well  as  fixing  what  has  gone  wrong  should  be  a  focus. 

Senator  Baucus.  That's  quite  a  statement.  That's  only  job  elimi- 
nation of  5,000  or  more. 

Mr.  DiClCCO.  Five  thousand  or  greater,  and  just  over  a  year  and 
a  half. 

Senator  Baucus.  Right. 

Mr.  DiClCCO.  We  obviously  join  in  retaining  EDA's  defense  con- 
version mission.  The  Senate  bill  would  authorize  EDA  solely  as  it's 
currently  written  for  conversion  programs  related  to  military  base 
closures  or  realignments.  We  strongly  urge  that  it  not  be  limited 
just  to  that  version.  Since  1991,  Congress  has  provided  EDA  with 
$210  million  to  help  defense-dependent  communities,  and  busi- 
nesses respond  to  military  cutbacks  by  seeking  civilian  alter- 
natives. We  cite  in  the  testimony  some  examples  which  call  your 
attention  to  that. 

Let  me  just  try  to  skip  over  some  of  this.  In  terms  of  the  EDA 
funding,  to  its  credit,  both  Congress  and  the  Administration  sup- 
port revitalizing  the  EDA.  To  make  this  goal  a  reality.  Congress 
should  authorize  $100  million  to  EDA's  civilian  title  IX  program 
and  the  Administration's  additional  $140  million  request  for  con- 
version. As  a  recent  report  prepared  for  the  Congressional  Office  of 
Technology  Assessment  points  out,  EDA's  Title  IX  program  was  cut 
by  more  than  80  percent  over  a  12-year  period  ending  in  1990.  To 
do  its  job.  Congress  must  provide  the  agency  with  resources  ade- 
quate to  address  the  challenges  the  Nation  would  have  it  address. 

The  end  of  the  Cold  War  has  taken  a  heavy  toll  on  defense  em- 
ployment. The  comptroller  of  the  Department  of  Defense  estimates 
that  175,000  defense  industry  jobs  will  disappear  in  fiscal  year 
1994.  In  the  previous  year,  DOD  has  estimated  150,000  jobs  dis- 
appeared. The  National  Commission  on  Economic  Conversion  and 
Disarmament  has  documented  a  loss  of  nearly  165,000  defense-re- 
lated jobs  in  1993  and  approximately  115,000  in  the  first  six 
months  of  1994. 

Clearly,  working  people  bear  the  brunt  of  the  defense  spending 
wind-down.  Providing  economic  opportunities  for  work  in  these 
communities  in  the  post  Cold  War  era  demands  a  coherent  Federal 
effort.  We  should  be  expanding,  not  limiting,  Federal  conversion  as- 
sistance. 

We  join  with  others  in  promoting  the  expedited — I  won't  repeat 
other  things  that  have  been  said.  I  think  they've  done  that. 

A  comment,  if  I  can,  on  the  creation  of  the  Office  of  Strategic 
Economic  Development  Planning  and  Policy.  Both  the  House  and 
Senate  bill  would  create  an  Office  of  Strategic  Development  Plan- 
ning within  EDA  to  promote  a  coherent  Federal  economic  develop- 
ment effort.  The  House  would  have  the  office  coordinate  an  ongoing 
effort  through  the  Federal  Coordinating  Council  on  Economic  De- 
velopment. The  Senate  would  create  the  council  for  one  year. 

We  believe  that  office  should  have  statutory  responsibility  for  co- 
ordinating Federal  economic  development  efforts  to  meet  long-term 
challenges  through  the  council,  as  called  for  in  the  House.  The  of- 
fice should  also  house  an  Economic  Development  Information  Of- 
fice, which  would  provide  a  single  source  of  information  to  defense- 
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dependent  workers,  communities,  and  businesses  seeking  Federal 
assistance  to  encourage  the  timely  access  to  those  resources. 

As  I  understand  it,  this  is  an  extension  of  the  legislation  that 
was  sponsored  by  Senator  Boxer  last  year,  which  created  the  Office 
of  Conversion  Information,  and  this  office  would  now  simply  ex- 
pand that  beyond  just  conversion  to  broader  application. 

In  terms  of  the  EDA  study  of  innovative  economic  development 
mechanisms  outside  of  its  present  mission,  let  me  deviate  from  my 
written  testimony  and  just  comment  on  the  loan  guarantees,  which 
you've  had  some  discussion  on.  We  believe  they  are  important,  and 
I  know  that  this  is  contained  in  H.R.  4756,  which  talks  to  some  of 
the  loan  guarantees,  but  also  an  added  feature  in  that  is  that  sec- 
tion which  deals  with  the  equity  financing  demonstration  program. 

From  personal  experience  in  representing  workers  in  small  litiga- 
tions, access  to  capital  when  you're  trying  to  reorganize  is  a  critical 
factor,  and  we  have  recently  seen  where  Secretary  Brown,  through 
some  loan  guarantees  and  other  investment  guarantees,  for  be- 
tween $20  million  and  $30  million,  was  able  to  leverage  over  $1  bil- 
lion in  reinvestment  through  the  AFL-CIO  building  a  construction 
fund  for  reconstruction  and  construction. 

That  type  of  guaranteeing  can  leverage  a  significant  amount  of 
money,  and  in  my  own  personal  experience,  I  know  that  with  a  lit- 
tle bit  of  effort,  there  are  an  awful  lot  of  institutional  pension  funds 
that  can  be  made  available  for  that  as  long  as  there's  a  comfort 
level,  and  I  think  in  both  those  cases  that  would  be  enhanced. 

With  that,  I  thank  you  for  the  opportunity  of  offering  testimony. 

Senator  Baucus.  Thank  you,  Mr.  diCicco. 

Mr.  Ahem? 

STATEMENT  OF  THOMAS  D.  AHERN,  EXECUTIVE  DIRECTOR, 
JERSEY  CITY  ECONOMIC  DEVELOPMENT  CORPORATION,  ON 
BEHALF  OF  THE  NATIONAL  COUNCIL  FOR  URBAN  ECO- 
NOMIC DEVELOPMENT 

Mr.  Ahern.  Good  afternoon,  Chairman  Baucus.  My  name  is 
Thomas  Ahern,  and  I'm  the  Executive  Director  of  the  Jersey  City 
Economic  Development  Corporation.  It's  a  non-profit  corporation 
that  works  closely  with  the  City  of  Jersey  City  and  operates  several 
of  its  economic  development  initiatives. 

The  corporation  itself  is  a  product  of  EDA.  Its  institution  in  1980 
was  a  result  of  an  EDA  planning  grant.  We  currently  operate  a  re- 
volving loan  fund,  we've  utilized  planning  grants  to  analyze  the  im- 
pact of  waterfront  development  on  our  neighborhoods  and 
strategize  how  best  for  those  neighborhoods  to  take  advantage  of 
that,  and  we  have  worked  with  public  works  funding  to  do  indus- 
trial parks  in  an  abandoned  rail  storage  yard  that  have  resulted  in 
a  great  number  of  job  retention  and  expansion  of  the  Tropicana 
products. 

Our  experience  with  EDA  has  been  very  positive,  and  we  are 
pleased  to  comment  and  support  this  bill.  I  am  testifying  today  on 
behalf  of  the  National  Council  for  Urban  Economic  Development, 
known  as  CUED.  CUED  is  a  non-profit  membership  organization 
representing  over  1,200  pubUc  and  private  sector  economic  develop- 
ment professionals  from  cities,  counties,  and  States,  and  I'm  cur- 
rently the  president  of  the  New  Jersey  Chapter  of  CUED. 
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I  understand  that  the  longer  statement  has  been  in.  As  I  get  into 
the  text  of  the  thing,  I'd  like  to,  as  sort  of  an  aside,  indicate  that 
a  good  deal  of  what  I'm  going  to  talk  about  perhaps  is  a  result  of 
your  good  works  and  the  works  of  other  Senators  representing 
rural  communities,  because  what  I'm  going  to  talk  about  is  the  fact 
that  EDA  spends  a  disproportionate  amount  of  funding  in  rural 
areas  when  you  look  at  the  overall  funding  for  economic  develop- 
ment. 

EDA  is  an  important  source  for  urban  regions  across  the  country. 
The  Administration  has  a  great  potential  for  assisting  cities  in 
urban  areas  with  issues  such  as  planning  and  infrastructure,  global 
competition,  innovation,  flexibility,  transportation,  and  the  environ- 
ment. EDA  funds  can  be  targeted  to  achieve  economic  benefits  for 
locations,  sectors,  or  groups  that  are  competitively  disadvantaged 
by  helping  them  to  overcome  infrastructure  neglect  and  by  encour- 
aging private  capital  investment. 

Some  of  EDA's  greatest  successes  have  come  in  urban  areas 
where  carefully  targeted  investments  have  resulted  in  leveraging  of 
substantial  private  investment  to  create  or  retain  jobs  in  the  pri- 
vate sector.  EDA  is  important  to  urban  regions  not  only  because  it 
can  provide  services  needed  by  urban  regions,  but  also  because  it 
is  one  of  the  only  sources  of  Federal  economic  development  assist- 
ance to  urban  regions.  Rural  regions,  in  comparison,  receive  far 
more  assistance  with  economic  development. 

The  first  graph  here  is,  for  the  fiscal  year  1992,  the  appropriated 
funds  for  EDA  and  the  appropriated  funds  for  the  Rural  Develop- 
ment Administration  in  the  Department  of  Agriculture  and  the 
total  funds  spent  on  economic  development  through  the  Community 
Development  Block  Grant  Program.  These  three  programs  account 
for  all  of  the  Federal  economic  development  assistance  that's  tar- 
geted for  economic  development.  When  they  add  it  together,  the 
total  assistance  provided  to  rural  regions  is  almost  five  times  that 
provided  to  urban  regions.  This  funding  disparity  is  extenuated  by 
the  fact  that  75  percent  of  the  population  lives  in  urban  regions, 
according  to  the  1990  Census. 

A  similar  disparity  exists  within  EDA.  A  large  part  of  this  is  be- 
cause EDA  was  created  in  the  1960s  at  a  time  when  the  cities  were 
receiving  a  lot  of  Federal  assistance  through  urban  renewal,  hous- 
ing, and  anti-poverty  programs.  Yet  even  though  this  has  obviously 
changed  via  cutbacks  in  Federal  urban  assistance  in  the  1980s, 
EDA  continues  to  concentrate  its  funds  on  rural  economic  develop- 
ment. 

From  1980  to  1990,  total  EDA  obligations  spent  on  urban  pro- 
grams decreased  from  $168  million  to  approximately  $47  million. 
Urban  obligations  as  a  percent  of  total  obligations  steadily  de- 
creased from  57  percent  to  29  percent  over  that  same  time  period. 
The  percent  of  EDA  obligations  spent  for  rural  programs  increased 
proportionately  from  43  percent  in  1980  to  70  percent  in  1990.  In 
1992,  urban  obligations  of  the  EDA  were  around  $51  million,  or  25 
percent  of  the  obligations. 

EDA's  record  has  proved  that  it  can  be  of  valuable  assistance  to 
urban  regions,  yet  this  assistance  is  marginal  when  compared  with 
the  potential  assistance  the  program  could  provide  if  it  were  re- 
aligned a  bit  to  assist  urban  communities.  The  disparity  between 
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the  proportion  of  the  population  that  lives  in  urban  regions  and  the 
proportion  of  EDA's  budget  that  is  spent  on  urban  programs  is  se- 
vere and  should  be  addressed.  According  to  the  census,  73.7  per- 
cent of  the  population  lived  in  urban  areas  in  1980  and  75.2  per- 
cent in  1990.  Indeed,  the  appropriation  of  the  obligated  funds  be- 
tween urban  and  rural  programs  seems  backwards  when  viewed  in 
light  of  the  urban  and  rural  makeup  of  the  population. 

EDA  planning  assistance,  which  is  needed  in  urban  as  well  as 
rural  places,  has  greatly  favored  rural  regions  since  the  program's 
inception.  Total  EDA  planning  funds  spent  in  rural  regions  from 
1966  to  1993  are  over  $278  million,  while  the  total  spent  in  urban 
regions  during  that  same  time  is  merely  $68  million.  I  shouldn't 
say  merely.  In  my  budget,  $68  million  is  a  lot  of  money,  and  I  can 
tell  you  firsthand  that  in  1980  my  corporation  was  founded  by  an 
EDA  grant.  It  currently  receives  a  revolving  loan  fund  but  no  plan- 
ning grants. 

Our  urban  centers  clearly  need  as  much  attention  as  our  impov- 
erished rural  centers,  and  EDA  represents  a  proven  economic  de- 
velopment tool  that  our  cities  need.  Furthermore,  our  cities  need 
assistance  in  planning  as  well  as  rural  regions.  Our  urban  centers 
need  to  deal  with  transitions  in  business,  environmental  issues  left 
behind  by  the  industries  of  the  past. 

We  hope  that  EDA,  through  Title  IX  and  planning  grants,  can 
assist  in  making  our  urban  centers  competitive  again.  We  believe 
that  EDA  can  be  fashioned  to  provide  a  program  that  balances  the 
demands  of  the  urban  and  rural  constituencies  while  achieving 
greater  public  benefits.  CUED  and  its  members  are  ready  to  help 
EDA  in  designing  a  more  active  role  for  the  agency  in  urban  areas. 
This  would  include  reorienting  field  staff  toward  urban  issues. 

In  conclusion,  I  support  the  continuation  of  the  U.S.  Economic 
Development  Administration  through  the  reauthorization  legisla- 
tion that  would  give  it  permanence  and  the  ability  to  develop  long- 
term  policies  and  a  strong  programmatic  focus.  The  work  that  EDA 
has  been  doing  is  important  to  many  distressed  communities  and 
regions  around  the  country,  and  particularly  to  this  Nation  as  this 
Nation  competes  in  global  markets.  However,  being  one  of  the  few 
sources  of  economic  development  assistance  to  urban  regions,  EDA 
should  be  realigned  to  better  serve  those  urban  regions. 

Thank  you,  Mr.  Chairman,  for  inviting  CUED  to  comment  on 
this. 

Senator  Baucus.  Thank  you  very  much. 

Mr.  Freeman,  I  guess  part  of  the  competitive  communities  initia- 
tive in  the  Department  of  Commerce  and  EDA  suggests  contracting 
directly  with  non-profit  organizations,  not  going  through  commu- 
nities. Your  thoughts  about  that.  Not  going  through  local  govern- 
ment. 

Mr.  Freeman.  Well,  our  members  all  represent  local  government. 
Approximately  20  percent  are  non-profit  and  the  rest  are  exten- 
sions of  local  governments.  We  do  support  the  effort  to  improve  the 
agency's  programs,  but  we  believe  that  the  new  initiatives  for  EDA 
should  come  after  the  agency  has  been  reauthorized  and  its  tradi- 
tional programs  strengthened,  and  then  we  should  look  at  new  pro- 
grams. We  think  that  it's  time  to  get  the  agency  back  up  and  run- 
ning after  a  10-  or  12-year  stint  when  we've  spent  all  our  time  just 
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trying  to  find  money  to  run  the  agency,  but  we  do  think  that  local 
governments  and  economic  development  districts  should  play  the 
key  role  in  any  new  EDA  initiative. 

Senator  Baucus.  So  basically  you're  saying  let's  reauthorize  EDA 
and  get  it  strengthened  as  it  is,  and  if  the  Competitive  Commu- 
nities Program  sounds  like  a  good  idea,  maybe  we  should  try  that 
on  a  pilot  project  basis  next  year,  but  let's  not  add  a  whole  new 
program  at  this  point.  Is  that  basically  your  view? 

Mr.  Freeman.  That's  basically  it.  You  know,  I  agree  with  the  po- 
sition that  we  ought  to  take  a  real  close  look  at  it.  I  think  it  ought 
to  be  approached  very  carefully,  working  together  to  develop  it.  But 
I  think  our  major  thrust  should  be  to  get  a  nuts-and-bolts  EDA  re- 
authorization bill,  make  it  work,  and  then  expand  from  there. 

Senator  Baucus.  As  you  know,  in  our  bill  we  provide  for  a  study 
of  loan  guarantees  and  other  ways  to  finance  EDA  projects,  Mr. 
diCicco.  I  wondered,  do  you  think  that  those  provisions  of  the  bill 
are  sufficient — that  is,  a  study  or  maybe  some  kind  of  experimental 
pilot  project  of  loan  guarantees — or  are  you  suggesting  that  we  go 
much  more  broadly  than  that? 

Mr.  DiClCCO.  We  support  the  idea  of  a  demonstration  project.  I 
think  that's  it.  But  I  think  it  has  to  be  a  project  in  the  sense  that 
it  becomes  a  funded  project,  one  that  you  get  some  money  into  the 
formula,  and  to  do  it  on  a  demonstration  basis.  We  don't  have  a 
concern  there.  But  we  understand  that  the  House  does  have  sepa- 
rate legislation  on  it. 

Can  I  just  comment  on  the  non-profits?  Because  it  is  part  of  the 
testimony  that  we've  submitted  to  you.  We  think  non-profits,  not 
to  the  exclusion  of  others,  but  that  the  process  should  be  opened 
up  so  that  non-profits  can  become  involved  directly  in  terms  of  the 
applicants.  Again,  we  think  it  creates  an  opportunity  for  some  who 
might  not  otherwise  be  able  to  get  in  involved. 

Senator  Baucus.  Okay.  Your  thoughts  about  loan  guarantees, 
Mr.  Freeman? 

Mr.  Freeman.  Well,  I  think  our  members  would  support  a  dem- 
onstration project;  however,  I  tend  to  agree  more  with  Mr.  Thomp- 
son in  the  previous  panel  that  where  the  money  is  needed  is  in  ad- 
ditional monies  for  revolving  loan  funds.  I  think  we  have  the  tools 
basically  to  do  the  job.  We  work  very  closely  with  banks,  the  SBA, 
and  our  own  local  lenders,  and  our  revolving  loan  fund  has  had  a 
very  good  track  record  of  delivering  services.  However,  the  thing 
that  we  find  is  that  there's  not  enough  money  to  recapitalize  those 
revolving  loan  funds. 

We  think  there  are  good  tools  there,  but  we  would  be  willing  to 
look  at  a  demonstration  project;  however,  we'd  want  to  look  at  it 
very  carefully,  because  we  think  the  existing  delivery  system  works 
very  well. 

Senator  Baucus.  Mr.  diCicco,  why  doesn't  the  existing  delivery 
system  work  well  enough?  That  is,  Mr.  Freeman  thinks  that  revolv- 
ing loan  funds  work,  maybe  can  be  capitalized  a  little  more.  What's 
wrong  with  that? 

Mr.  DiClCCO.  I  think  when  you  begin  to  go  through  the  basic — 
first  off,  let  me  add  that  I  am  not  one  who's  been  directly  involved 
in  administering  any  of  these  programs  on  a  firsthand  basis,  but 
I  have  been  involved  in  companies  that  have  sought  capitalization, 
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and  depending  on  the  level  of  risk,  particularly  a  company  that's 
a  turnaround  company,  they  run  into  significant  problems  in  terms 
of  getting  financing,  and  the  ability  to  have  some  guaranteed  loans 
at  least  lends  those  institutions  that  have  money  a  certain  comfort 
level. 

That's  not  only  true,  I  think,  in  terms  of  the  loan  guarantees,  but 
I  think  also  in  the  whole  question  of  equity  investment.  There  are 
funds  that  are  there  available,  but  the  people  who  are  administer- 
ing those  funds — and  in  my  particular  case,  we  use  pension  funds 
to  accomplish  that — people  who  are  administering  those  want  to 
have  some  sense  of  security  that  if  there  was  really  a  bad  deal  to 
come  through,  something  can  be  done.  But  it  leverages  tremendous 
amounts  of  additional  money  that  could  be  realized. 

You  begin  to  get  a  couple  of  projects  in  place,  let's  see  how  they 
work  and  see  just  exactly  what  they  seek  to  accomplish.  But  you 
get  those  things  in  between  and  they  get  tough. 

Senator  Baucus.  Mr.  Ahem,  I  appreciate  what  you're  saying 
about  the  desire  for  a  more  urban  EDA,  but  it's  not  an  easy  issue, 
as  you  well  know.  Have  you  been  West?  By  west  I  mean  out  in  the 
high  plains  States  and  in  Eastern  Montana  and  through  there.  I'm 
just  curious  how  much  time  you've  spent  out  there. 

Mr.  Ahern.  I've  not  spent  any  time  out  West. 

Senator  Baucus.  I  ask  that  because  a  couple  of  years  ago  I  asked 
Senator  Lautenberg,  one  of  your  two  Senators,  to  come  to  Montana, 
and  he  flew  out  commercial  to  Denver  and  commercial  to  Great 
Falls,  Montana,  which  is  pretty  much  North  Central  Montana,  and 
we  had  to  get  a  charter  to  go  over  to  Kalispell,  which  is  Northwest 
Montana,  and  we  were  flying  up,  and  it  was  dark,  it  was  night,  and 
suddenly  Senator  Lautenberg  turned  to  me  just  in  wild  excla- 
mation and  said,  "Max,  where  are  the  lights?  Where  are  the  peo- 
ple?" Because  it  was  just  black  down  there.  There  weren't  any 
lights.  There  were  no  people. 

I  chuckled,  because  I  know  the  population  density  of  New  Jersey 
is  about  1,000  people,  at  least,  per  square  mile.  In  the  State  of 
Montana,  the  population  density  is  about  five. 

Mr.  Ahern.  In  the  county  that  I  live  in,  it's  about  13,000  a  mile. 

Senator  Baucus.  What  I'm  getting  at  is,  we  have  mass  transit 
programs,  a  $3  billion  annual  program.  Rural  areas  get  virtually 
nothing.  There's  enterprise  zones.  We  don't  get  anything  out  of 
that.  There's  Federal  housing  programs.  We  get  very  little  out  of 
that.  There  are  lots  of  different  programs  that  perform  lots  of  dif- 
ferent services,  and  I  asked  you  about  the  far  West,  really  asking 
the  degree  to  which  you  have  a  sense  of  the  concept  of  distance  and 
space. 

I  asked  Mrs.  Clinton  to  come  to  Montana  last  year  in  her  health 
care  program,  and  it's  just  amazing  that  she  grasped  immediately 
the  difference  between  western  rural  and  eastern  rural.  Rural  is 
not  rural.  Eastern  rural  I  chuckle  at,  I  laugh  at,  because  it's  not 
rural.  Because  western  rural  is  really  rural.  Hillary  Clinton,  as 
soon  as  she  got  off  the  plane  in  Billings  and  up  to  Great  Falls,  she 
said,  "This  isn't  rural.  This  is  hyper  rural.  This  is  mega  rural." 
[Laughter.] 

And  it's  true,  and  it's  just  hard  for  these  rural  communities  with 
so  many  miles  of  space  between  the  next  community — and  I  mean 
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space.  There's  a  few  head  of  cattle.  We  have  about  four  times  the 
head  of  cattle  in  our  State  than  we  do  people,  and  also  grain  and 
so  forth.  So  I  just  hope  you  appreciate  something  like  EDA,  how 
much  that  means  to  Havre,  Montana,  to  Libby,  Montana.  I  mean, 
it  is  incredible. 

Mr.  Ahern.  I  do  appreciate  that.  Senator,  and  one  of  the  things 
that  I  would  comment  on  just  as  an  aside  is  that  if  I  had  been  in- 
vited there  and  I  had  looked  around,  the  thing  that  I  would  have 
noticed  is  that  you  have  all  this  space  to  build  things.  But  you 
don't  need  to  figure  out  how  to  take  care  of  the  environmental 
problems  that  the  last  person  had,  and  you  don't  need  to  figure  out 
how  to  get  six  property  owners  to  put  their  land  together.  In  the 
City  of  Jersey  City,  we  can't  find  a  site  of  30  acres.  It  just  doesn't 
exist. 

Senator  Baucus.  I'm  sure  that's  true.  I'm  sure  that's  very  dif- 
ficult. I  appreciate  that. 

Mr.  Ahern.  That  is  a  serious  problem,  and  it  takes  funding  to 
do  those  things,  too. 

Senator  Baucus.  It's  true.  I  don't  want  to  get  into  a  discussion, 
but  they  need  a  lot  more  assistance  in  bringing  industries  in. 

Again,  it's  a  function  of  distance.  It's  just  a  function  of  transpor- 
tation costs.  It's  critical  how  costly  that  is  for  so  many  small  busi- 
ness, and  particularly  in  these  days  when  you've  got  to  get  to  your 
customer,  you've  got  to  service  your  customer,  and  so  forth,  and  if 
there's  no  way  to  get  from  here  to  there,  it's  pretty  hard  to  get  that 
together. 

Mr.  Freeman.  If  I  may  make  a  comment  regarding  EDA,  Mr. 
Chairman,  EDA  is  the  only  Federal  program  that  provides  rural 
areas  and  small  metropolitan  communities  with  planning  assist- 
ance, and  they  need  that  to  compete.  Regional  comprehensive  plans 
are  really  essential  to  us  to  make  the  most  of  limited  resources. 

I'd  just  like  to  make  one  point  regarding  the  urban/rural  split. 
Based  on  this  year's  budget  figures,  EDA's  funds  do  assist  urban 
communities.  If  you  look  at  EDA's  response  to  the  L.A.  earthquake 
this  year,  for  example — in  fact,  EDA's  urban/rural  split  has  been 
far  more  equitable  than  HUD's  CDBG  Program  under  which  cities 
automatically  have  entitlements.  In  rural  communities,  we  have  to 
compete. 

HUD  has  a  $4.4  billion  budget  this  year.  EDA  is  under  $400  mil- 
lion. So  we're  competing  in  the  rural  areas  for  our  planning  grants 
out  of  a  smaller  budget,  and,  again,  that  is  the  only  source  we  have 
to  do  real  comprehensive  rural  planning,  and  I  can't  tell  you — well, 
you  know,  but  I  need  to  emphasize  that  it's  very,  very  important 
to  our  members. 

Senator  Baucus.  Well,  I  appreciate  that,  and,  frankly,  in  a  real 
sense,  we  shouldn't  get  in  a  discussion  of  urban  versus  rural.  I 
mean,  that's  not  the  point.  The  point  is  that  there's  lots  of  folks  in 
communities  in  our  country  that  need  help,  and  we  should  just  get 
them  the  help  in  the  best  way  to  get  the  job  done. 

OK.  Thank  you  very  much.  You've  been  very  helpful. 

The  committee  is  adjourned. 

[Whereupon,  at  4:01  p.m.,  the  committee  adjourned,  to  reconvene 
at  the  call  of  the  Chair.] 

[Statements  submitted  for  the  record  and  the  bill  S.  2257  follow:] 
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Reauthorization  of  the  Economic  Development  Administration 

Making  America's  Communities  Competitive 

Testimony  of  the  Honorable  Ronald  H.  Brown 

Secretary  of  Commerce 

Before  the  Senate  Committee  on  Environment  and  Public  Works 

August  11,  1994 

Chairman  Baucus ,  Senator  Chafee,  Chairman  Moynihan, 
distinguished  members  of  the  Committee,  I  am  pleased  to  appear 
before  you  today  to  discuss  our  plans  for  the  future  of  the 
Economic  Development  Administration  and  the  compelling  need  to 
reauthorize  EDA  through  the  enactment  of  S.  2257. 

I  commend  Chairman  Baucus  for  his  leadership  in  introducing 
S.  2257,  the  reauthorization  of  EDA.   I  also  want  to  extend  my 
personal  thanks  to  its  original  co- sponsors,  including  many  of 
the  distinguished  members  of  this  Committee  --  Senator 
Durenberger,  Senator  Mitchell,  Senator  Moynihan,  and  Senator 
Boxer. 

Mr.  Chairman,  members  of  the  Committee,  we  are  at  a 
historical  turning  point  in  meeting  the  competitive  challenges 
and  defining  the  role  of  -the  federal  government  in  local  economic 
development.   The  issue  before  us  is  EDA  reauthorization.    For 
twelve  years,  we  had  Administrations  which  believed  that  there 
was  no  role  for  the  federal  government  in  economic  development . 
But  today's  economic  challenges  force  us  to  think  in  new  ways. 

This  Administration  strongly  supports  reauthorization  of 
EDA.   We  support  enactment  of  S.  2257  with  certain  improvements 
and  we  would  like  an  opportunity  to  work  with  you  on  them.   We 
believe  the  federal  government  can  and  must  play  an  aggressive 
role  in  assisting  local  communities  build  an  economic  base  for 
the  future.   In  this  way  we  can  help  to  create  good  private 
sector  jobs  and  a  higher  standard  of  living  for  working  Americans 
in  distressed  communities.   In  this  way  we  can  bring  the  benefits 
of  America's  increasing  competitive  strength  to  areas  across  the 
country  which  have  been  outside  the  mainstream  of  economic 
growth. 

EDA  is  a  lead  player  in  this  strategy.   In  the  larger 
context  of  the  Commerce  Department's  efforts  to  promote 
industrial  competitiveness  through  technology  support  and  trade 
promotion,  EDA  is  uniquely  positioned  to  forge  partnerships 
between  the  federal  government  and  local  communities.   This  will 
result  in  a  new,  diversified  economic  base  as  the  engine  for 
economic  growth  with  high- skill,  high- wage  jobs.   To  accomplish 
this,  EDA  will  work  with  communities,  linking  together  the 
disparate,  and  too  often  conflicting,  segments  of  industry, 
community,  and  local  government. 
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Commerce  Department  efforts  to  promote  competitiveness  are 
aimed  at  expanding  our  economy  and  creating  jobs.   While  the 
economy  as  a  whole  is  growing,  the  rising  tide  is  leaving  some 
boats  stranded  below.   Manufacturing  jobs  are  being  lost  to  low- 
wage  overseas  locations,  as  well  as  to  automation.   High- skill 
defense  jobs  are  being  lost  to  declining  military  budgets.   New 
England  fishing  jobs  are  being  lost  to  smaller  and  smaller 
harvests . 

Surrounded  by  new  economic  opportunities  and  private  sector 
economic  prosperity,  the  economic  base  of  many  of  our  distressed 
rural,  urban  and  defense- impacted  communities  consists  largely  of 
the  remnants  of  a  once -vibrant  economy,  leaving  visibly  behind 
the  terrible  social  costs  stemming  from  lack  of  economic 
opportunity.   Indeed,  many  of  America's  social  divisions  are 
reflected  in  the  contrast  between  communities  with  a  competitive 
economic  base,  where  innovation  is  re-making  the  economic 
landscape  and  creating  opportunity,  and  non- competitive, 
distressed  communities,  where  the  employment  base  is  shrinking 
and  where  hopes  for  the  future  are  obscured  by  a  nostalgia  for 
the  economy  of  the  past. 

At  this  defining  moment  in  the  rapidly  changing  economic 
world,  EDA  is  changing  too.   EDA  is  changing  the  way  it  conducts 
business.   And  EDA  is  changing  the  business  it  conducts. 

For  example,  EDA  is  changing  the  way  it  processes  local 
applications  to  reduce  the  time  needed  to  answer  community 
concerns.    Too  often,  burdensome  and  duplicative  procedures 
force  applicants  to  wait  far  too  long  to  receive  an  answer  to 
their  proposal.   As  private  sector  businesses  have  streamlined 
and  decentralized  their  operations  to  increase  productivity,  so 
has  EDA.   On  June  1,  EDA  delegated  to  its  regional  offices 
dec is ion -making  authority  on  grant  applications.   Expediting 
processing  is  part  of  an  overall  EDA  effort  to  empower  the 
regional  staff  and  thereby  pushes  decisions  to  the  front-line. 
Our  goal  is  that  EDA  processing  time  for  applications  will  not 
exceed  60  days. 

S.  2257  builds  on  EDA' s  traditional  strengths  and  provides 
it  the  flexibility  to  pursue  a  new  direction  for  EDA.   First,  by 
maintaining  broad-based  eligibility  for  EDA  programs,  the  bill 
enables  us  to  establish  initiatives  that  allow  communities  to 
compete  for  funding  for  new  activities,  while  maintaining  the 
current  funding  system  for  infrastructure  and  public  works  needs. 

Second,  the  bill's  focus  on  strategic  investment  planning 
will  be  helpful  in  restructuring  EDA  programs  so  that  they  meet 
public  and  private  sector  priorities. 

Third,  the  bill  provides  necessary  authorization  of 
appropriations  to  support  the  President's  full  request  for 
defense  conversion  assistance.   EDA  estimates  that  a  significant 
number  of  communities  are  affected  by  defense  industry  shrinkage 
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and  that  workers  in  defense- related  industries  are  as  affected  as 
civilian  base  closing  personnel.   Given  this  impact,  it  is  our 
belief  that  defense  conversion  funds  are  urgently  needed  to 
address  problems  relating  not  only  to  defense  closures  and 
realignments  of  military  installations,  but  also  to  associated 
impacts  on  industry. 

One  tool  that  we  believe  is  extremely  helpful  for  effective 
and  comprehensive  economic  development  is  loan  guarantee 
authority.   We  would  like  to  see  loan  guarantee  authority 
provided  in  Title  IX  of  the  enabling  statute.   We  are  aware  of 
the  problems  with  EDA  loan  guarantee  authority  in  the  past.   In 
marked  contrast  to  EDA's  previous  guarantee  program,  however,  we 
would  use  new  loan  guarantee  authority  to  support  competitive, 
growing  industries  of  the  future  through  experienced  local 
intermediaries.   This  program  would  be  structured,  of  course,  to 
avoid  duplicating  SBA's  guaranteed  business  loan  program. 

As  an  economic  development  tool,  the  loan  guarantee  program 
would  be  a  catalyst  to  assist  private  sector  investment  that 
would  create  quality  jobs.   EDA  could  provide  assistance  to 
finance  existing,  emerging,  or  expanding  private  sector  firms 
that  have  been  identified  as  priorities  under  the  community 
investment  strategy.   At  the  outset,  EDA  would  utilize  this 
authority  to  recapitalize  selected  EDA- funded  revolving  loan 
funds,  thereby  leveraging  scarce  federal  resources. 

Traditionally,  EDA  has  focused  on  public  works 
infrastructure.   This  focus  will  continue.   As  a  complement  to 
the  piiblic  infrastructure  program,  EDA  has  developed  a  new 
initiative  called  "Competitive  Communities."   This  program  will 
assist  communities  outside  the  mainstream  of  economic  growth  to 
benefit  from  the  increasing  competitive  success  of  American 
industry. 

Competitive  Communities  will  not  designate  communities  for 
funding;  it  will  support  specific  projects  selected  by  local 
nonprofit  intermediaries.   EDA  financial  assistance  will  be 
provided  through  these  intermediaries  in  order  to  allow 
communities  to  estciblish  an  institutional  link  between  the 
community  leadership  and  business  leadership.  .  Competitive 
Communities  will  require  local  business,  community,  and  political 
leaders  to  forge  an  alliance  to  focus  on  industries  likely  to 
grow  in  other  areas,  to  identify  projects  which  will  further 
these  strategies  and  raise  funds  to  support  these  initiatives. 

In  order  to  select  projects  that  best  accomplish  the 
Competitive  Communities  objective,  funding  will  be  awarded  based 
on  a  merit-based  national  competition.   Efforts  will  be  made  to 
achieve  a  geographic  balance  among  regions  of  the  country  and 
between  rural/urban  and  defense/non-defense  impacted  areas. 

Competitive  Communities  will  build  upon  the  EDA  network  of 
economic  development  districts,  revolving  loan  funds  and 


37 


university  centers.   Competitive  Communities  will  be  structured 
so  as  to  involve  these  entities  as  intermediaries,  which  will  be 
particularly  important  in  rural  areas,  where  economic  development 
districts  are  often  the  sole  local  economic  development  entities. 
We  will  find  a  way  to  do  this  consistent  with  our  need  to  ensure 
adequate  public  and  private  sector  input  into  the  formulation  of 
Competitive  Communities  projects. 

By  funding  nonprofit  community  based  Intermediaries, 
Competitive  Communities  would  be  creating  an  Institutional 
network  of  economic  development  at  the  local  level.   In 
developing  this  initiative,  we  have  built  upon  what  you  and  many 
of  your  colleagues  have  already  identified  --  the  growing  network 
of  community  development  corporations,  or  "CDCs".   Indeed,  many 
of  you  have  contacted  me  regarding  these  corporations.  These 
types  of  community-based  organizations  are  ascactly  the  type  of 
entity  we  intend  to  fund  to  inclement  this  program.   CDCs  can 
build  on  their  existing  relationships  with  business  and  lending 
institutions  along  with  the  public  sector  relations  to  help 
create  new  job  opportunities  in  distressed  areas. 

Competitive  Communities  would  con^lement,  rather  than 
duplicate,  other  federal  programs,  such  as  Small  Business 
Administration  amd  Federal  technology  prograuns.   The  focus  of  the 
program  is  explicitly  long-term,  high-quality  jobs.   BDA- funded 
projects  would  be  those  identified  locally  emd  confirmed  through 
evaluation  by  BDA  as  both  credit-worthy  and   as  most  likely  to 
provide  quality  jobs. 

EDA,  through  this  program,  will  play  its  natural  role  of 
bridging  the  gap  between  politicsil  emd  buaineos  relationships  by 
focusing  both  groups  on  private  sector  business  creation.   The 
crucial  element  missing  in  many  private- sector  business  plajis,  a 
positive  impact  on  the  community,  would  become  a  community  focus. 
In  the  way  public  works  infrastructure  enables  communities  to 
recruit  new  business,  the  Competitive  Conminities  infrzistructure 
creates  the  opportunity  for  a  diversified  industrial  base, 
building  bridges  over  economic  gaps,  and   building  linkages 
between  distressed  communities  in  rural  amd  urbam  areas  with 
their  more  prosperous  neighbors. 

With  a  new  Conqpetitive  Communities  prograun  working  in 
conjunction  with  a  new  loan  guaramtee  prograun,  the  economic 
adjustment  amd  defense  conversion  program,  amd  a  reinvigorated 
piiblic  works  program  supporting  mutually  reinforcing  local  public 
infrastructure  priorities,  BDA  will  have  the  tools  to  allow 
communities  outside  the  economic  mainstream  to  benefit  from  the 
substantial  growth  the  Administration  has  brought  to  the  Nation. 
Senate  reauthorization  will  reaffirm  support  for  these  tools. 

Mr.  Chairman,  Senator  Chafee,  Chairmsm  Moyniham,  amd  other 
members,  I  thank  you  for  your  gracious  invitation  to  appear 
before  you  today.   I  look  forward  to  working  with  the  Committee 
on  improvements  to  S.  2257  and  on  these  issues  of  inportamce  to 
the  American  people.   Thamk  you. 
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UNITED  STATES  DEPARTMENT  OF  COMMERCE 
The  Assistant  Secretary  for  Economic  Development 

Washington.  DC.    20230 


September  21,  1994 


The  Honorable  Joseph  I.  Lieberman 
U.S.  Senate 

316  Hart  Senate  Office  Bldg. 
Washington,  B.C.       20510 

Dear  Joe : 


Thank  you  for  your  letter  of  September  15,  1994  to  Secretary 
Brown  regarding  Competitive  Communities  and  EDA  reauthorization. 
I  am  responding  for  the  Secretary. 

Thank  you  for  your  interest.   If  you  have  any  further 
questions,  please  feel  free  to  cali  me  at  (202)  482-5081, 


WWG/km 
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(1)  Building  on  your  discussion  of  Competitive 
Communities,  Mr.  Secretary,  with  the  improving  national 
economy,  why  is  EDA  creating  a  new  program? 

Through  Competitive  Communities,  EDA  will  allow  distressed 
rural  and  urban  communities  outside  the  mainstream  of  economic 
growth  to  participate  in  the  economic  growth  which  has  been 
generated  by  the  Clinton  Administration's  economic  policies. 

When  this  Committee  and  the  Congress  created  EDA  almost  3  0 
years  ago,  America  was  the  undisputed  world  economic  leader.  In 
the  robust  and  growing  economy  of  the  1960's,  it  was  believed  that 
infrastructure  investment  would  enable  distressed  areas  to  attract 
private  investment  and  that  Federal  assistance  would  be  invaluable 
to  impoverished  areas  in  making  the  needed  infrastructure 
investments . 

EDA  responded  to  these  local  economic  development  priorities, 
particularly  in  our  nation's  rural  communities.  Today,  public 
works  continues  to  be  the  identified  priority  in  many  communities 
to  support  local  economic  growth,  and  EDA  will  continue  to  respond. 
Indeed,  increased  Appropriations  for  EDA' s  Title  I  program  for  FY 
1995  will  allow  EDA  to  serve  more  communities  across  America. 

The  vast  challenges  in  the  American  economy  over  the  last 
generation  have  affected  every  worker,  every  family,  and  every 
community.  Local  economic  development  challenges  have  changed  as 
America's  place  in  the  world  has  been  fundamentally  altered  and  as 
the  processes,  technologies,  products,  and  services  of  the 
industrialized  world  have  been  fundamentally  altered.  Increased 
global  competition  and  technological  advancements  characterize  our 
age.  Many  large  companies  and  traditional  industries  are 
downsizing,  outsourcing  and  shedding  jobs  to  compete  globally 
while,  at  the  same  time,  new  industries  are  emerging  with 
opportunities  unimagined  a  generation  ago. 

These  changes,  these  challenges,  and  opportunities  for 
industry,  also  pose  new  challenges  and  opportunities  at  the 
community  level.  Over  the  last  generation,  the  most 
technologically-drive,  export-based  industrial  sectors,  those  that 
are  responding  to  the  new  age  most  effectively  and  creating  the 
best  opportunities  for  future  growth  have  concentrated 
disproportionately  in  the  suburban  rings  around  our  major 
metropolitan  areas,  and  are  less  of  a  presence  in  the  rural  and 
urban  regions  which  are  outside  the  mainstream  of  economic  growth. 
At  the  same  time,  many  once  stable  or  prosperous  rural  and  urban 
areas  have  seen  their  traditional  economic  base  eroded  in  this  new 
industrial  age. 
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These  rural  and  urban  communities  --  which  have  been  and  will 
continue  to  be  EDA's  core  constituency  --  need  new  economic 
development  tools  today.  They  need  the  tools  that  will  enable  them 
to  share  in  the  opportunities  being  created  in  the  growth  sectors 
of  our  economy.  They  need  the  tools  to  maintain  and  help  improve 
the  competitive  prospects  in  their  traditional  industries  and 
companies  that  have  served  their  residents  for  so  long. 

Competitive  Communities  can  help  provide  these  tools.  It  will 
meet  the  needs  in  these  communities  that  EDA  does  not  now  provide 
assistance  to  help  address.  It  will  complement  and  build  on  EDA's 
existing  programs  and  will  enable  the  existing  base  of  EDA 
supported  local  economic  development  institutions  to  play  an  even 
larger  role  at  the  local  level,  while  also  inducing  local 
institutions  which  have  not  previously  been  involved  in  economic 
development  to  become  part  of  the  local  economic  development 
process . 

(la)  What  kinds  of  entities  will  receive  the  Competitive 
Communities  funding?  Who  are  the  program  intermediaries? 

Through  Competitive  Communities,  EDA  will  award  grants  to 
local  economic  development  organizations,  such  as  private,  not-for- 
profit  or  quasi -public  economic  development  intermediaries. 

Examples  of  such  intermediaries  are:  redevelopment  areas, 
Economic  Development  Districts,  Indian  tribes,  public-private 
entities  sponsored  by  state  or  local  governments,  community 
development  corporations,  and  public  or  private  not-for-profit 
corporations,  or  any  consortia  of  such  eligible  recipients  which 
demonstrate  the  financial  expertise,  ability,  and  legal  authority 
to  provide  the  investment  for  the  transaction,  as  well  as  the 
ability  to  develop  and  implement  the  community  economic  plan. 

(2)  How  can  the  intermediaries  invest  the  EDA  grants? 
Is  EDA  seeking  authority  for  loan  cpuarantees?  How  could 
the  loan  guarantee  authority  improve  Competitive 
Commxinities?  If  EDA  is  not  now  seeking  such  authority, 
could  existing  Title  II  or  other  EDA  authority  be 
utilized  without  a  statutory  change,  assuming  additional 
appropriations  were  made  available? 

An  important  factor  in  Competitive  Communities  will  be  to 
provide  funding  for  projects  through  existing  Revolving  Loan  Funds 
(RLFs) .  Currently,  RLFs  tend  to  be  more  focussed  on  small-scale 
commercial  activity,  rather  than  on  transactions  which  can  form  the 
basis  of  the  future  economy  of  the  community.  The  average  RLF  loan 
is  only  $65,000,  an  amount  far  short  of  that  needed  to  support  and 
expand  the  community's  economic  and  job  base.  RLFs  need 
substantial  additional  capital  to  realize  their  potential  as  key 
local  institutions  in  advancing  the  Competitive  Communities  agenda. 
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Following  their  recapitalization,  these  RLFs  will  choose  the 
specific  local  business  projects  for  investment  in  Competitive 
Communities -type  transactions,  acting  on  program  guidance  from  EDA. 

EDA  could  recapitalize  the  RLFs  either  by  grants  or  through 
utilization  of  loan  guarantee  authority  if  such  authority  were 
added  to  Title  IX 

This  new  program  would  be  structured  in  a  way  fundamentally 
different  from  EDA's  steel  loan  guarantees  of  the  1970' s,  which  was 
a  well-intentioned  effort  to  support  a  failing  industry.  Loan 
guarantees  under  Competitive  Communities  would  be  used  to  support 
the  competitive  industries  through  the  most  experienced  local  RLFs. 

EDA  could  not  conduct  the  program  as  contemplated  with  current 
authority  set  out  in  Title  II,  but  nonetheless  could  guarantee 
individual  loans  to  individual  borrowers  provided  specific 
appropriations  were  provided  for  that  purpose.  Title  III  provides 
broad  authority  for  demonstration  projects,  without  limitations  and 
restrictions  desirable  in  a  loan  guarantee  program.  Title  IX 
provides  the  authority  to  provide  a  grant  to  an  entity  that  will 
provide  a  loan  guarantee,  but  does  not  authorize  EDA  to  actually 
guarantee  the  loan. 

(3)  Will  Competitive  Conuminities  take  funding  away  from 
EDA's  traditional  Title  IX  constituency? 

No.  Competitive  Communities  is  a  new  means  to  assist  EDA 
traditional  constituency  of  economically-distressed  urban  and  rural 
communities . 

EDA  seeks  to  utilize  Title  IX  appropriations  to  fund 
Competitive  Communities.  Title  IX  is  EDA's  economic  adjustment 
authority,  designed  to  meet  the  needs  of  communities  facing  long- 
term  economic  deterioration  or  sudden  and  severe  economic  distress. 
In  recent  years.  Title  IX  has  been  utilized  by  local  applicants 
primarily  to  fund  infrastructure  --  broadly  defined  --  and  small 
scale  business  lending  through  Revolving  Loan  Funds.  EDA  could 
undertake  Competitive  Communities  without  limiting  our  ability  to 
support  the  kinds  of  activities  funded  under  traditional  Title  IX 
because  of  both  EDA's  increasing  appropriations  for  Title  I,  which 
can  fund  these  infrastructure  projects,  and  because  loan 
guarantees,  if  authorized,  could  create  substantial  funds  for 
recapitalizing  RLFs  to  engage  in  Competitive  Communities-type 
transactions . 

(4)  Is  Competitive  Communities  an  urban  program,  or  a 
rural  prograun,  or  will  it  serve  both  areas? 

It  will  serve  both. 
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(5)  Will  Competitive  Communities  move  funding  away  from 
public  works  progreuns? 

Competitive  Communities  will  complement,  not  replace,  EDA's 
public  works  programs.  Improved  infrastructure  as  an  essential 
enabler  of  business  investment  remains  a  top  economic  development 
priority  of  many  communities. 

(6)  How  will  recipients  of  Competitive  Communities  grant 
awards  be  selected?  Will  proposals  be  scored  on  the 
number  of  jobs  created? 

Competitive  Communities  grant  awards  will  be  made  on  the  basis 
of  a  merit-based  national  competition,  in  order  to  generate  the 
most  innovative  and  creative  proposals.  The  applications  will  be 
evaluated  on  the  basis  of  the  ability  of  the  project  to  advance  the 
competitiveness  of  the  local  economic  base.  Job  creation  will  be 
a  top  priority;  however,  added  emphasis  will  be  placed  on  the 
quality  of  the  jobs  in  that  Competitive  Communities  is  designed  to 
create  long-term  jobs  which  will  improve  the  community  standard  of 
living  for  the  workers. 

Separate  competitions  will  be  proposed  for  defense- impacted 
communities  and  for  non-defense  impacted  communities. 

(7)  Defense  downsizing  and  diversification  has  been  a 
major  issue  in  my  state  as  well  as  the  states  of  a  nvunber 
of  Members  of  this  Committee.  Contractor  cutbacks  have 
hit  such  states  harder  than  others  in  the  country.  How 
will  Competitive  Communities  help  these  communities 
diversify  their  economies  and  create  jobs  for  the 
displaced  defense  workers? 

Competitive  Communities  can  be  an  integral  community  tool  to 
create  jobs  for  the  displaced  defense  workers,  preserve  and  develop 
critical  dual-use  technology  capabilities,  and  diversify  the  local 
industrial  and  job  base. 

EDA  has  been  involved  with  76  communities  in  their  attempts  to 
address  major  military  base  closures  and  defense  contractor 
cutbacks.  The  first  step  in  many  of  these  communities  has  been  a 
community  plan.  The  planning  process  has  brought  the  local 
political  and  community  leadership  together  to  identify  the  future 
economic  direction  and  opportunities  in  their  community.  In  some 
communities,  business  leadership  has  been  involved  in  the  process 
from  the  beginning.  These  defense- impacted  communities  are,  as  a 
result,  relatively  farther  along  in  their  efforts  to  define  their 
competitive  economic  strengths  and  to  assist  in  implementing 
projects  which  build  a  diversified  economy  for  the  future.  We 
believe  the  Competitive  Communities  program  can  help  build  on  this 
process 
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Non-defense  impacted  communities  will  not  compete  with 
defense-impacted  communities  for  Competitive  Communities  funding. 
We  recognize  that  advanced  planning  may  give  some  defense -impacted 
communities  an  advantage  in  the  Competitive  Communities  process. 
In  addition,  defense -impacted  communities  often  possess  existing 
clusters  of  technology-based  companies  and  universities,  which  can 
be  used  to  spur  commercial  economic  development  in  technology- 
related  industries,  as  well  as  possessing  base  re-use  planning 
organizations,  local  redevelopment  authorities.  Therefore,  our 
implementation  plan  for  Competitive  Communities  will  propose  a 
separate  competition  for  these  communities. 

(8)  Military  base  closures  are  also  a  major  concern  in 
many  states  across  the  country.  How  will  Competitive 
Communities  assist  these  areas  redevelop  their  closed 
bases,  allowing  them  to  recruit  new  industries  and  create 
good  jobs?  Will  Competitive  Communities  take  money  away 
from  much-needed  infrastructure  improvements  at  closed 
military  bases? 

Competitive  Communities  can  be  used  for  projects  which  can 
provide  fast-track  base  re-use  and  a  seamless  transition  for  the 
workers  from  defense  to  commercial  jobs.  This  would  build  upon  the 
President  Five-Point  Plan  on  base  re-use  which  puts  community 
economic  development  as  the  highest  priority.  For  example, 
Competitive  Communities  can  be  used  to  assist  the  community 
priorities  in  establishing  flagship  anchor  companies,  either  on 
the  base  property  or  in  the  community. 

Base  closure- impacted  communities  often  have  3-4  years  to  plan 
for  base  re-use  implementation.  It  is  critical  to  demonstrate 
progress  by  establishing  a  flagship  anchor  company,  both  in  terms 
of  short-  and  long-term  economic  development.  Establishing  such 
anchor  companies  maintains  community  and  worker  morale  and  attracts 
greater  investment  from  new  or  existing  industries.  Federal 
property  regulations  have  limited  companies  to  lease  agreements 
thus  far,  often  one  year  with  a  30  day  "kick  out"  clause.  The 
interim  nature  of  these  agreements  has  greatly  restricted  private 
investment  in  the  base  facilities.  That  is  beginning  to  change  as 
communities  gain  title  of  the  property  under  Master  Lease  or  other 
arrangements.  Competitive  Communities  can  provide  the  seed  money 
necessary  to  make  the  capital  investment  to  establish  the  anchor 
tenant  on  the  base  or  anchor  company  in  the  community. 

EDA  will  continue  its  infrastructure  assistance  to  base 
closure- impacted  communities  as  a  critical  element  of  community 
base  re-use. 


44 


SLIBCO 


Scranton  l.acka\%annii  Industrial  Building  C'unipany 


Statement 

of 

Austin  J.  Burke 

Executive  Vice  President 

Scranton  Lackawanna  Industrial  Building  Company 

before  the 

United  States  Senate  Committee  on  Environment  and  Public  Works 

August  11,  1994 

Good  afternoon,  Chairman  Baucus  and  members  of  the 
committee.   My  name  is  Austin  Burke.   I  am  the  Executive  Vice 
President  of  the  Scranton  Lackawanna  Industrial  Building  Company 
(SLIBCO)  and  the  Secretary  of  the  Lackawanna  Industrial  Fund 
Enterprises  (LIFE) .   SLIBCO  and  LIFE  are  non-profit  community 
development  organizations  that  for  50  years  have  served  the  city 
of  Scranton  and  the  county  of  Lackawanna  in  the  state  of 
Pennsylvania.   Over  that  period  of  time,  SLIBCO  has  built  and 
LIFE  has  financed  over  250  economic  development  projects  that 
currently  employ  over  18,000  people.   More  than  half  of  the 
people  that  work  in  manufacturing  in  Lackawanna  County  are  in 
facilities  that  SLIBCO  built  and  LIFE  financed.   We  have 
accomplished  this  through  various  programs  including  revolving 
loan  funds,  the  construction  of  factories,  warehouses  and 
offices,  and  the  development  of  industrial  parks,  office  parks 
and  a  technology  park. 

I  am  here  today  to  urge  the  reauthorization  of  the 
Economic  Development  Administration  (EDA)  program.   I  do  so 
because  the  EDA  program  has  been  a  keystone  of  our  development 
efforts,  enabling  the  transformation  of  our  region's  economy.   We 
have  utilized  EDA  for  technical  assistance  in  developing  our 
community  economic  development  strategies.   EDA  loans  have  been 
made  to  our  community's  businesses.   EDA  infrastructure  grants 
have  made  possible  our  industrial  parks,  our  office  parks  and  our 
new  technology  park. 
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Scranton,  Pennsylvania  is  perhaps  an  archetype  of  the 
success  that  EDA  can  make  possible.   In  the  late  1940 's  following 
World  War  II,  our  basic  industry,  anthracite  mining,  collapsed. 
Tens  of  thousands  of  people,  roughly  one  out  of  four  workers, 
were  unable  to  find  work.   Outmigration  of  many  of  our  educated 
young  people  was  one  cruel  result.   The  adverse  financial  affects 
of  a  shrinking  tax  base  resulted  in  an  inability  of  our 
municipalities  to  develop  their  own  job-creating  industrial 
facilities.   Times  were  tough. 

Private  community  development  corporations  such  as  LIFE 
and  SLIBCO  initiated  successful  bootstrap  economic  development 
programs,  but  we  lacked  sufficient  capital  to  do  the  job  on  a 
large  scale.   Like  many  urban  areas  today,  we  did  not  have  the 
resources  to  develop  our  own  industrial  parks,  to  reclaim  the 
mine-scarred  land,  to  remove  older  industrial  facilities  to  clear 
the  way  for  new  construction  and  new  investment.   EDA,  through 
its  economic  development  grant  programs,  provided  this 
capability.   The  result  of  the  EDA  assistance  has  been  jobs.   As 
we've  said,  over  18,000  jobs  were  created  in  Lackawanna  County 
through  our  programs. 

These  jobs,  created  with  EDA  assistance,  help  address 
many  of  the  problems  faced  today  by  distressed  cities  throughout 
America.   For  example,  good  career  opportunities  in  Scranton  have 
helped  reduce  outmigration;  people  are  actually  moving  home  now. 
EDA  helped  finance  the  W.W.  Scranton  Office  Park  at  Montage. 
Prudential  employs  over  500  people  there  now  and  is  adding  300 
new  positions  when  its  expansion  is  finished.   New  graduates  of 
our  schools  now  work  in  Scranton  and  want  ads  for  new  positions 
at  Prudential  are  sent  by  Mom  and  Gram  all  over  the  country  to 
let  those  that  had  to  move  away  know  they  have  opportunities  they 
can  come  home  to. 

Similarly,  computer  aided  design  jobs  are  available  at 
Pocono  Design  Systems;  Scranton  workers  are  selling  to  the 
Japanese  from  the  Thomson  Consumer  Electronics  television  tube 
plant;  and  even  Mrs.  Bundt  is  baking  cakes  in  our  Stauffer 
Industrial  Park.   Good  jobs  in  Scranton  made  possible  through  EDA 
programs  are  helping  us  retain  and  attract  the  talented  people 
necessary  to  the  well  being  of  our  community. 

Other  urban  problems  such  as  housing  deficiencies, 
educational  needs  and  even  family  problems  can  be  better 
addressed  when  a  steady  income  from  a  good  job  is  available.   The 
Economic  Development  Administration  programs  have  helped  relieve 
much  of  the  human  misery  that  the  lack  of  a  good  job  causes.   The 
EDA  programs  have  contributed  to  a  better  quality  of  life  for 
individuals  and  to  a  better  quality  of  living  in  our 
municipalities. 
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The  Economic  Development  Administration  programs  have 
also  generated  hope  for  our  community  by  providing  us  with  the 
facilities  to  generate  the  jobs  of  the  future — high-technology, 
high  value-added,  well-paying  jobs  that  offer  true  career 
opportunities  for  our  people. 

EDA  funded  a  portion  of  our  200  acre  Scott  Technology 
Park  where  PhD's  in  biochemistry  are  discovering  new  molecules 
that  provide  arthritis  relief  at  Biofor,  Inc.   Gene  manipulation 
to  provide  safe  sources  of  blood  and  vital  organs  less  subject  to 
rejection  are  being  studies  at  the  DNX  Pharmakon  Research 
International  facility.   Their  new  expansion,  nearly  completed, 
will  provide  careers  in  science  for  over  150  of  our  people.   EDA 
is  helping  us  to  build  our  future. 

The  programs  of  the  Economic  Development  Administration 
helped  ameliorate  a  chronic  unemployment  and  underemployment 
situation  in  Scranton,  Pennsylvania.   The  jobs  created  helped 
relieve  other  municipal  and  social  problems  through  tax-based 
enhancement  and  income  creation.   These  programs  have  provided 
hope  for  our  future  and  a  solid  base  upon  which  we  can  build  to 
realize  our  hope. 

Other  urban  area  are  struggling  as  Scranton  has 
struggled.   To  give  these  cities  and  their  citizens  their  chance 
for  hope  and  for  a  future,  I  urge  you  to  reauthorize  this 
effective  program. 

Thank  you  for  the  opportunity  to  appear  before  you 
today. 
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Reauthorization  of  the  Economic  Development  Administration 

Chairman  Baucus  and  members  of  the  Senate  Committee  on  the  Environment  and 
Pubhc  Works,  thank  you  for  inviting  me  to  testify  on  the  Reauthorization  of  the  Economic 
Development  Admmistration  (EDA).   My  testimony  is  in  support  of  the  re-authorization.    My 
name  is  Robert  J.  Thompson  and  I  am  the  Executive  Director  of  the  Androscoggin  Valley 
Council  of  Governments  (AVCOG).    I  am  also  the  current  President  of  the  Economic 
Development  Council  of  Maine  which  is  a  non-profit  corporation  made  up  of  private  and 
public  sector  economic  development  professionals  and  is  dedicated  to  the  exchange  of  ideas, 
practices  and  ethics  in  the  field  of  economic  development. 

I  am  speaking  to  you  today  on  behalf  of  AVCOG  and  the  many  small  businesses  and 
rural  communities  that  we  work  with  to  improve  the  regional  economy  through  regional 
cooperation  and  the  direct  delivery  of  various  federal  and  state  business  and  community 
assistance  programs.    I  have  been  active  in  planning  and  economic  development  initiatives  in 
Maine,  for  twenty  years.   Prior  to  serving  as  Executive  Director  of  AVCOG,  I  worked  as  the 
Director  of  Development  for  the  City  of  Lewiston,  Maine  which  is  the  central  city  of  the 
AVCOG  Economic  Development  District.   In  this  capacity  and  my  current  position,  I  have 
had  many  opportunities  to  see  the  effectiveness  of  EDA  Programs  at  the  local  and  regional 
level. 

Androscoggin  Valley  Council  of  Governments  (AVCOG)  Profile 

The  AVCOG,  established  in  the  eariy  60's,  is  a  quasi-governmental,  non-profit 
community-based  organization  whose  mission  is  to  provide  regional  cooperation  in  the  areas 
of  economic  and  community  development,  land  use,  environmental  and  transportation 
planning  for  three  counties  located  within  Western  Maine  (Androscoggin,  Oxford  and 
Franklin  Counties). 

Designation  and  funding  as  an  Economic  Development  Administration  Planning  and 
Economic  Development  District  (EDD)  which  occurred  in  1977,  has  enabled  AVCOG  to 
evolve  into  a  comprehensive  planning  and  business  assistance  delivery  agency. 

The  agency  currently  holds  the  following  program  delivery  designations: 

The  SBA  Small  Business  Development  Center  (SBDC) 

Finance  Authority  of  Maine  Certified  Lender 

SBA  504  Certified  Development  Corporation 

SBA  Women's  Pre-Qualification  Loan  Program  Intermediary 

Rural  Transportation  Regional  Planning  Agency 

Lewiston  MSA  Metropolitan  Planning  Organization  (MPO)  Planning  Agency 
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•  CDBG  Technical  Assistance  Provider 

•  FmHA  Intermediary  Re-Lender 

AVCOG  has  over  a  decade  of  experience  with  the  EDA  programs.    AVCOG  EDA 
direct  lending  programs  have  loaned  over  $3.8  million  to  area  small  businesses  which  has 
leveraged  over  $22  million  in  private  financing  and  is  associated  with  the  creation  or  retention 
over  2,000  jobs. 

Similarly,  the  other  EDD's  in  Maine  have  similar  EDA  programs  and  our  combined 
efforts  over  the  past  ten  years  have  created  or  retained  over  4,700  jobs  with  an  EDA 
investment  of  $5  million  and  a  private  leverage  of  over  $67  million. 

State  of  Maine  Economic  Overview 

The  State  of  Maine  has  four  Economic  Development  Districts  (EDD's)  as  designated 
by  the  EDA  pursuant  to  the  Public  Works  and  Economic  Development  Act  of  1965,  as 
amended.    The  four  organizations  which  have  jurisdiction  over  this  territory  encompass  nearly 
80%  of  the  State  of  Maine  with  nearly  60%  of  her  population.    These  areas  are  characterized, 
in  general,  as  rural  with  economic  growth  centers  with  a  high  dependence  upon  single  large 
employers.    The  economic  base  of  the  region  includes  manufacturing  industry  (paper,  textiles 
and  shoe),  tourism  and  defense. 

The  population  of  the  regions  serviced  by  the  four  EDD's  exceeds  national  averages  in 
percentages  of  unemployed  persons  and  persons  below  the  poverty  level.  Correspondingly,  it 
lags  national  averages  in  per  capita  income. 

The  State  of  Maine  is  the  fourth  most  defense  dependent  State,  per  capita,  nationally. 
EDA  funds  were  instrumental  to  AVCOG  and  the  State  of  Maine  in  developing  an  action 
plan  to  respond  to  this  defense  dependence. 

EDA  Projects/  Programs  (State  of  Maine) 

EDA  funding  historically  has  been  associated  with  traditional  industrial  parks  or  water 
and  sewer  infrastructure.    However,  several  innovative  projects/programs  are  highlighted 
below. 

EDA  funding  to  support  Economic  Development  District  Programs  has  enabled 
District  staff  to  conduct  economic  development  planning  as  a  precursor  to  project 
identification,  design  and  implementation.   The  EDA  Overall  Economic  Development 
Planning  (OEDP)  process,  which  is  fundamental  to  any  District  program,  provides  the 
public/private  sector  partnership  necessary  to  comprehensively  identify  needs  accounting  for 
the  complexity  of  the  issues  and  enables  solutions  to  problems  to  be  discussed  and  designed. 
The  comprehensive  and  integrated  approach  of  the  OEDP  is  an  important  first  step  in 
responding  to  the  needs  of  businesses  and  communities.    Additionally,  funding  is  available 
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from  EDA  to  support  one-time  technical  assistance  studies  for  specific  industry  sectors  or 
topics.    One  example  of  funding  received  by  AVCOG  through  the  EDA  technical  assistance 
program  includes  the  study  of  western  Maine's  defense  dependence. 

The  importance  and  relationship  of  economic  development  planning  is  critical  to 
addressing  economic  development  issues  in  a  comprehensive  and  integrated  fashion. 

Innovative  EDA  Projects/Programs 

►  Business-based  Workforce  Training  Program,  Androscoggin  and  Oxford 
Counties,  Maine.    Planning  analysis  conducted  by  AVCOG  determined  that  upgrading 
the  skills  of  the  existing  labor  force  or  dislocated  workers  was  one  of  the  key  factors 
to  stemming  job  losses.    It  should  be  noted  that  the  rural  economy  of  the  two  western 
Maine  Counties  qualified  the  area  for  an  EDA  Sudden  and  Severe  Economic 
Dislocation  grant  of  $275,000  to  establish  a  business  based  work  force  training 
program.   The  innovative  aspect  of  this  Program  was  that  funded  work  force  training 
activities  were  linked  to  jobs.    The  Program  was  designed  to  be  business  based  to 
ensure  the  linkage  of  work  force  training  expenditures  to  real  job  opportunities.    The 
$275,000  funding  from  EDA  was  used  to  fund  the  training  for  427  individuals  in  17 
businesses  and  leveraged  an  additional  $230,000  in  private  training  investment.    This 
Program  has  led  to  the  implementation  of  a  recent  partnership  between  separate 
service  delivery  systems  in  Maine  -  economic  development  districts  and  job  training 
providers.    The  partnership  effort  funded  through  a  national  program  of  the  National 
Association  of  Development  Organization  Research  Foundation  will  enable  the 
economic  development  delivery  system  to  formally  link  with  the  job  training  system  to 
connect  job  creation  and  job  training  activities. 

►  Katahin  Area  Training  &  Education  Center,  East  Millinocket.   A  $700,000  grant 
was  provided  by  EDA  to  establish  a  training  and  entrepreneurial  center  in  response  to 
high  job  loss  associated  with  Great  Northern  Paper  Industries.   EDA  funding  was  used 
to  support  construction  of  the  facility  and  state  funding  was  used  to  .support  the 
Center's  administration  and  operation.   The  Center  offers  a  variety  of  associate, 
baccalaureate  and  graduate  level  courses  as  well  as  many  non-credit  courses  and 
seminars.    Recent  statistics  report  that  over  300  individuals  have  received  technical 
assistance  through  the  Center  during  January  through  June  1994. 

►  Intermodal/Rail  Line  Upgrade,  Auburn,  Maine.   Project  involves  the  construction 
of  an  intermodal  facility  (truck  to  rail  transfer  facility)  and  the  upgrade  of  rail  line 
servicing  the  facility.   EDA  funding  for  the  rail  lin  upgrade  is  pending. 

►  Northern  Maine  Business  Assistance  Program  is  designed  to  respond  to  the  closure 
of  Loring  Air  Force  Base.    Program  activities  include  business  retention,  expansion 
and  marketing  along  with  community  assistance  economic  development  capacity 
building.    EDA  funding  for  this  program  is  pending. 
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*■  State  of  Maine  Planning  Grant  for  Defense  Dependency.    In  1992,  the  State  of 

Maine  received  an  EDA  planning  grant  to  assess  the  State's  degree  of  defense 
dependence  of  communities,  businesses  and  workers  and  prepare  an  action  plan  to 
respond  to  identified  impacts.    The  results  of  the  state-wide  effort  and  regional 
planning  studies  indicated  that  the  State  of  Maine  is  the  fourth  most  defense  dependent 
state,  per  capita,  in  the  nation.    Maine's  defense  dependency  is  not  limited  to  military 
facilities.    One  private  defense  contractor,  Bath  Iron  Works,  Maine's  largest  private 
employer  and  prime  contractors  to  this  facility  account  for  a  large  percentage  of 
Maine's  defense  dependency.    Direct  and  indirect  employment  of  federal  defense 
spending  in  Maine  accounts  for  almost  60,000  jobs.   Maine's  economic  defense 
dependency  cuts  across  all  Maine  industries. 

*■  State  of  Maine  Defense  Conversion  Revolving  Loan  and  Marketing  Development 

Program.   An  application  to  EDA  was  made  to  establish  a  $4  million  dollar  revolving 
loan  fund  and  market  development  technical  assistance  program  for  defense  dependent 
businesses  and  dislocated  defense  impacted  workers.   The  need  for  establishment  of 
this  Program  was  an  outcome  of  the  EDA  State  Planning  Grant.    EDA  funding  of  this 
Program  is  pending. 

►  Maine  Fisheries  Industry  Adjustment  Program.  The  National  Marine  Fisheries 

Service  under  so-called  Amendment  5  has  established  constraints  upon  the  ground  fish 
industry  in  response  to  rapidly  diminishing  stocks  of  cod,  flounder  and  haddock.   The 
federal  government  has  responded  with  an  $18  million  program  for  northeastern 
coastal  states.    The  Maine  Department  of  Marine  Resources  (DMR)  submitted  on  May 
6th  a  $4  million  proposed  Maine  Fisheries  Adjustment  Program  for  EDA  Title  IX 
funding.    Program  elements  include  a  Revolving  Loan  Fund  ($2  million);  planning, 
research  and  technical  assistance  ($1.2  million);  community  strategies  ($400,000);  and, 
economic  adjustment  coordinators  at  the  state  and  regional  levels  ($400,000). 

Traditional  Projects/Programs 

Several  Traditional  projects/programs  worth  highlighting  include: 

►■  EDA  RLF's.  $5  million  in  grants  for  the  four  EDD's  have  established  revolving  loan 

funds  that  have  created  or  retained  4,700  jobs  and  leveraged  over  $67  million  in 
private  financing. 

•>  EDA  Public  Works  Projects. 

Oxford  County  Regional  Airport  Facility  Expansion.   An  example  of  EDA's 
ability  to  work  with  County  government  and  the  Federal  Aviation  Administration 
to  enable  substantial  growth  of  an  airplane  refurbishing  and  refinishing  business 
located  in  a  highly  economically  distressed  area. 
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Lewiston  Industrial  Park.    A  successful  example  of  municipal,  state,  and  federal 
(EDA)  cooperation  to  develop  an  industrial  park  with  direct  access  to  the  interstate 
system. 

Quimby  Mill  Rehabilitation.    Rehabilitation  of  a  municipally  owned  facility  which 
enabled  the  expansion  of  several  traditional  Maine  industries  in  a  rural  distressed 
area. 

Bates  Mill.    Rehabilitation  of  a  1.2  million  square  foot  mill  complex  located  in  the 
core  re-development  area  of  Lewiston,  Maine.   EDA  funding  for  this  project  is 
pending. 

Summary/Conclusions 

The  Economic  Development  Administration  is  an  effective  agency  with  a  small  cadre 
of  professionals  that  has  continuously  helped  the  State  of  Maine  and  its  people  meet  their 
economic  objectives.    By  requiring  sound  planning  at  the  local,  regional,  and  state  levels  that 
involves  local  elected  leadership,  this  agency  has  assured  the  commitment  and  effectiveness 
of  its  programs. 

An  inclusive  process  that  has  direct  accountability  to  the  funding  agency  and  the  local 
governmental  processes  is  the  most  responsive  and  responsible. 

With  respect  to  certain  provisions  of  the  Act.  the  retention  and  enhancement  of  the 
OEDP  process  which  fosters  the  development  of  regional  strategies  and  cooperation  in 
conjunction  with  local  governments  is  core  to  the  success  of  implementation  programs  that 
meet  both  short  and  long  term  needs  for  economic  restructuring  and  diversification. 

An  expedited  application  process  that  would  include  regional  approval  authority  would 
improve  the  timeliness  of  the  public  sector  process  to  more  closely  match  the  businesses 
decision  making  process.    Additionally,  the  de-federalization  of  EDA  Revolving  Loan  funds 
will  reduce  administration  and  lending  requirements  thereby  simplifying  the  lending  process 
making  it  more  compatible  with  businesses  and  banking  needs  without  losing  program 
accountability  and  security. 

EDA  with  its  programs  for  district  planning,  defense  conversion  and  readjustment, 
public  works,  disaster  relief,  and  the  Title  IX  economic  adjustment  assistance,  is  the 
cornerstone  of  efforts  of  local  governments  working  with  businesses  to  improve  local 
economies. 

On  a  separate  but  related  matter,  I  would  encourage  the  Chairman  and  this  Committee 
to  pay  particular  attention  to  language  currently  being  developed  for  the  implementation  of 
the  "Competitive  Communities"  proposal. 
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As  is  currently  being  discussed,  exclusionary  language  in  the  definition  of 
intermediaries  would  eliminate  from  competitive  consideration  any  proposal  from  a 
community  based  economic  development  district.    In  Maine,  and  I  am  sure  it  is  true  in  many 
other  rural  states,  the  economic  development  district  delivery  system  is  largely  community 
based  and  is  providing  effective  support  to  private  sector  economic  activity  in  distressed 
areas.    However,  current  discussions  on  the  definition  of  intermediaries  would  preclude  these 
organizations  from  responding  to  the  RFP  suggested  by  Secretary  Brown  that  would  undergo 
a  "merit  based  comparative  evaluation".   To  preclude  organizations  on  the  basis  of  structure 
rather  than  effectiveness  and  quality  of  proposal,  is  not  competitive  and  does  not  serve  the 
people  and  businesses  proposed  to  be  benefited. 

Thank  you  for  the  opportunity  to  speak  with  you  today. 
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STATEMENT  OF  GARY  FREEN4AN,  PRESIDENT  OF  THE  TRI-COUNTY  ECONOMIC  DEVELOPMENT 
DISTRICT  (ORLAND,  CALIFORNIA);  GLENN  COUNTY  COMMISSIONER-ELECT;  AND  PRESIDENT  OF 
THE  NATIONAL  ASSOCIATION  OF  DEVELOPMENT  ORGANIZATIONS  (NADO),  BEFORE  THE 
COMMITTEE  ON  ENVIRONMENT  AND  PUBLIC  WORKS,  UNITED  STATES  SENATE,  July  11, 1994 

Mr.  Chairman,  members  of  the  Committee,  I  am  Gary  Freeman,  President  of  the  Tri-County 
Economic  Development  District  (TCEDD)  in  Orland,  CA  and  President  of  the  National  Association  of 
Development  Organizahons  (NADO).  I  am  also  Glenn  County  Commissioner-elect. 

I  would  like  to  thank  you.  Chairman  Baucus,  for  inviting  NADO  to  testify  at  today's  hearing.  I 
welcome  the  opportunity  to  present  my  comments  on  the  need  to  reauthorize  and  revitalize  the 
Economic  Development  Administration  (EDA),  and  to  offer  the  support  of  NADO  members  for  the 
Economic  Development  Reauthorizahon  Act  of  1994,  your  legislahon  to  reauthorize  EDA.  It  is  an  honor 
to  present  testimony  after  Commerce  Secretary  Ronald  Brown,  who's  appearance  here  today 
underscores  the  importance  that  the  administration  is  placing  on  the  need  to  reauthorize  EDA. 

Although  I  am  sure  you  are  aware,  I  believe  it  is  important  to  note  that  this  is  indeed  a  special 
day  -  first  due  to  the  presence  of  Secretary  Brown,  but  also  because  this  is  the  first  time  since  1985  that 
this  committee  has  held  a  hearing  to  consider  EDA  reauthorizahon.  I  know  that  I  speak  on  behalf  of 
regional  development  organizahons  nahonwide  when  I  say  how  pleased  I  am  that  this  day  has  finally 
arrived. 

RURAL  AMERICA  AND  EDA 

One  in  every  four  Americans,  or  62  million  f>eopIe,  hve  in  rural  areas.  An  addihonal  15  million 
people  live  in  small  metropolitan  areas.   Nahonwide,  there  are  approximately  140  small  metropolitan 
regions  with  under  250,000  residents.  These "77  million  Americans  share  many  of  the  problems,  such  as 
poverty  and  high  unemployment,  more  commonly  associated  with  residents  of  big  cihes.   However, 
residents  of  rural  areas  and  small  cihes  are  not  as  well  equipped  as  their  urban  cousins  to  handle  these 
problems.  This  is  due  to  a  number  of  factors  including  the  low  populahon  density,  small  tax  base, 
scarcity  of  capital,  shortage  of  local  leadership  and  the  deficiency  of  planning  and  other  technical 
expertise  in  these  small  communiHes. 

EDA's  network  of  Economic  Development  Districts  (EDDs)  is  essenhal  in  helping  these 
communities  meet  many  of  the  challenges  they  face.  With  federal  and  state  cutbacks  moving  our 
intergovernmental  partnership  mto  an  intergovernmental  system  of  mandates,  rural  local  governments 
increasingly  rely  on  regional  organizahons  for  answers  to  their  development  needs.  RegionahzaHon 
encompasses  long-term  development  planning,  local  government  services,  economic  development 
achviHes,  and  environmental  management.  AU  of  which  are  included  in  Development  Districts'  overall 
development  strategy  and  are  the  focus  of  EDA's  programs.  Across  the  country,  EDA's  Economic 
Development  Districts  (and,  in  the  13  Appalachian  Regional  states,  ARC's  Local  Development  Districts) 
are  the  catalysts  for  strategic  planning  in  rural  Amenca. 

NADO  members  view  economic  development  broadly,  including  small  business  development 
and  tradihonal  infrastructure  construchon,  but  also  in  non-tradihonal  areas  such  as  the  environment, 
telecommunicahons,  health  care,  job  training,  day  care  and  educahon.   By  providing  technical  assistance 
to  local  governments  and  the  private  sector,  regional  development  organizahons  respond  to  the  needs 
that  are  idenhfied  at  the  local  level  by  local  people.  Through  the  years,  the  Economic  Development 
Administrahon's  modest  investment  in  regional  development  organizations  in  rural  America  has  been 
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enormously  important  in  building  capacity  and  stimulating  growth  in  local  economies.  EDA  has 
created  local  institutional  capacity  and  provided  development  dollars  otherwise  unavailable. 

REGIONAL  DEVELOPMENT  ORGANIZATIONS'  ROLE  IN  RURAL  AMERICA 

Rural  local  governments  depend  on  Economic  Development  Districts  for  professional  assistance. 
In  most  rural  communities,  rural  elected  officials  serve  on  a  part-time  basis  and  have  little  or  no  staff. 
Therefore,  these  organizations  serve  to  augment  and  support  the  efforts  of  local  elected  officials.  Most 
multijurisdictional  organizations  are  also  multifunctional,  providing  a  variety  of  services  from  job 
trainmg  programs  to  solid  waste  disposal  planning  to  providing  capital  for  economic  development 
lending  -  according  to  each  region's  needs  as  determined  locally. 

To  help  leverage  private  investment  and  ease  the  credit  gap  found  in  rural  America,  small 
businesses  often  turn  to  EDDs  for  the  development  financing  programs  they  deliver.  For  more  than  25 
years  Economic  Development  Districts  have  exemplified  the  public-pnvate  approach  to  economic 
development  and  provided  the  means  for  rural  entrepreneurs  and  small  businesses  to  secure  otherwise 
unavailable  capital. 

A  majority  of  Economic  Development  Districts  manage  EDA  Revolving  Loan  Funds  (RLFs). 
Many  EDDs  serve  as  the  delivery  mechanism  for  such  programs  as  the  Rural  Development 
Administration's  Intermediary  Relending  Program  and  other  loan  programs;  and  as  Certified 
Development  Companies  (CDCs)  under  the  Small  Business  Administration  (SBA)  504  lojm  program.  In 
fact,  were  it  not  for  EDA's  national  network  of  EDDs,  rural  areas  would  not  have  the  staff  capacity  to 
manage  CDCs  or  deliver  the  Intermediary  Relendmg  Program  and  other  development  finance 
programs.  Approximately  one  half  of  all  SBA  CDCs  were  established  by  Economic  Development 
Districts  in  rural  areas.  1  should  stress  that  without  these  programs,  many  small  businesspeople  and 
entrepreneurs  m  rural  areas  would  be  denied  access  to  funding  for  startup  or  expansion  of  small 
businesses. 

Economic  Development  Districts  are  the  organizations  that  local  residents  and  local  elected 
officials  turn  to  when  they  need  help  to  participate  in  a  new  program.  For  example,  districts  were 
essential  in  helpmg  communities  apply  for  designation  under  the  administration's  empowerment 
zone/enterpnse  community  program  (EZ/EC).  Local  people  will  turn  to  EDDs  for  assistance  applying 
for  EDA's  new  "Competitive  Communities"  Initiative. 

TRI-COUNTY  EDC'S  ROLE  IN  GLENN,  BUTTE.  AND  TEHAMA  COUNTIES 

The  Tn-County  Econonruc  Development  District  (TCEDD)  was  organized  and  established  as  a 
pnvate,  nonproht  agency  in  1985.  1  have  served  as  TCEDD's  president  since  its  founding.  Our 
organization's  purpose  is  to  act  as  the  economic  development  planning  and  coordinating  agency  for 
Butte,  Glenn,  and  Tehama  counties  in  rural  northern  California.    The  region  exf>eriences  chronic  high 
unemployment,  underemployment,  and  poverty-  rates,  as  well  as  very  low  p>er  capita  and  family 
incomes.  For  example,  the  unemployment  rate  has  escalated  to  over  20  percent  in  Glenn  County  over 
the  past  two  years.  These  poor  economic  conditions  have  been  exacerbated  by  declines  in  the  region's 
base  industries  —  agriculture  and  timber. 

EDA  in  1988  designated  and  funded  TCEDD  as  one  of  only  four  EDDs  in  California.  Since  this 
time,  our  organization  has  supplemented  its  plannmg  functions  by  adding  technical  assistance  and 
small  business  development  components  to  its  overall  program.  The  District  has  played  a  major  role  in 
my  region's  economic  development,  assisting  our  cities,  counties,  and  small  businesspeople  obtain 
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funding  for  over  100  projects,  including  $12.8  million  in  public  sector  investments  that  leveraged  nearly 
$24  million  in  private  capital  and  created  or  retained  approximately  800  jobs. 

TCEDD  provides  grant  writing  and  administration  services  for  the  communities  in  the  region, 
serves  as  project  coordinator  on  numerous  economic  development  grant  projects,  develops  an  annual 
Overall  Economic  Development  Plan  establishing  locally  determined  prionties  for  local  projects,  and 
provides  a  variety  of  fee  for  service  achvihes. 

Recently  TCEDD,  through  its  planning  efforts,  helped  the  City  of  Orland  receive  a  $500,000  EDA 
public  works  grant  to  retrofit  the  city's  municipal  industnal  brine  ponds  and  save  one  of  the  city's 
largest  industries  -  olive  processing. 

A  mandate  to  protect  ground  water  supplies  in  the  state,  imposed  by  the  California  Regional 
Water  Quality  Control  Board  (CRWQCB),  threatened  150  permanent  food  processmg  jobs  in  Orland  and 
an  adjacent  community  (nearly  one-third  of  Orland's  total  food  processing  employment).  The  existing 
industnal  wastewater  system  was  a  stale  of  the  art  system  when  developed  in  the  mid-lQeCs. 
However,  the  system  did  not  meet  the  new  CRWQCB  requirements  implemented  in  the  early  IQgCs 
and  needed  substantial  upgrading.  The  improvement's  $625,000  price  tag  was  beyond  the  financial 
capacity  of  both  the  city  and  the  olive  processing  industry.  However,  the  industry  was  able  to 
contribute  a  20  percent  match  ($125,000)  to  EDA's  $500,000  pubUc  works  grant  enabling  the  industry  to 
upgrade  the  bnne  ponds  and  maintain  operahons  m  Orland.  Had  the  olive  processmg  mdustry  been 
forced  to  close,  the  job  loss  would  have  been  devastating  to  the  community. 

In  this  example,  the  beneHts  of  EDA  assistance  were  three-fold.  Fu-st,  the  local  community, 
through  TCEDD's  planning  efforts,  determined  the  importance  of  the  olive  processing  mdustry  to 
Orland  and  made  saving  it  a  pnority.  Second,  by  combinmg  their  matching  funds  with  EDA's  public 
works  grant,  the  industry  was  able  to  save  more  than  150  jobs.  Third,  through  EDA  assistance 
environmental  standards  were  met  while  an  mdustry  was  kept  alive,  proving  that  environmental 
protechon  and  economic  development  can  go  hand-in-hand. 

Our  Economic  Development  Distnct  has  also  been  successful  in  providing  essential 
development  fmancmg  services  to  large  and  small  businesses  in  the  three  counties  its  serves.  TCEDD 
helped  a  small  brewing  company  expand  from  a  local,  two  person  operahon  to  the  17th  largest  brewery 
in  the  United  States.  In  1988,  we  helped  the  Sierra  Nevada  Brewing  Company  expand  its  3,000  foot 
brewery  to  a  new  25,000  square  foot  facQity  and  increase  its  staff  from  18  to  80  by  packagmg  funds  from 
a  number  of  sources,  including  our  EDA  funded  Title  IX  Revolvmg  Loan  Fund,  the  Small  Busmess 
Administration  7(a)  loan  program,  a  loan  from  a  local  bank,  and  an  equity  mjection  from  the  borrowers. 

Another  equally  successful  example  involved  a  much  smaller  loan.  We  used  our  RLF  to  make  a 
loan  to  expand  the  Heritage  Tack  and  Saddlery  company.  A  woman  named  Lillian  Chaudhary  started 
the  company  in  1987  after  a  divorce  left  her  a  smgle  mother  raising  four  children.  She  rehed  on  the  Aid 
for  Families  with  Dependent  Children  (AFDC)  program  to  help  her  support  her  family.  In  1991  Ms. 
Chaudhary  decided  that  her  experhse  m  her  craft  provided  with  an  opportunity  to  expand  her  busmess 
and  enable  her  to  support  her  children  without  social  services  assistance.  After  bemg  turned  down  by 
traditional  lenders,  Ms.  Chaudhary  turned  to  us.  Our  RLF  made  her  the  $10,000  loan  she  needed  to 
purchase  materials  and  equipment  and  expand  her  busmess.   1  am  happy  to  say  that  Ms.  Chaudhary 
has  ended  her  AFDC  assistance  and  is  the  owner  of  a  successful  busmess. 

More  recently,  TCEDD  has  undertaken  a  variety  of  economic  development  projects.  For 
example,  the  region  took  a  leadership  role  in  the  establishment  on  a  new  California  Department  of 
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Housing  and  Community  Development  economic  development  program  called  "Reservation  of  Funds." 
The  program  provides  hinding  commitments  of  up  to  $500,000  annually  to  cities  and  counties  for  local 
busmess  loans.  In  the  initial  funding  cycle,  we  assisted  six  local  governments  in  our  region  obtain  over 
$1  million  in  greint  funds  through  the  competitive  program.  Only  19  communities  were  funded 
statewide. 

TCEDD  also  took  a  lead  role  in  obtaining  state  CDBG  grants  for  a  number  of  projects  in  our 
region;  received  grant  funds  from  EDA  to  implement  an  18  month  economic  diversification  program  in 
Glerui  and  Tehama  counties;  and  developed  a  "Rapid  Response"  strategic  plan,  funded  by  EDA 
through  the  federal  Forest  Initiative,  integrating  economic  development  and  job  training  activities  to 
assist  in  the  re-employment  of  workers  affected  by  declines  in  the  timber  industry.  Finally,  the  Ford 
Foundation  awarded  TCEDD  a  $75,000  grant  through  Ford's  Rural  Poverty  and  Resources  Program. 
We  are  one  of  two  economic  development  organizations  nationwide  funded  to  explore  new  economic 
development  tools  to  overcome  long-term  economic  distress  in  rural  America. 

EDA  provides  TCEDD  with  a  Title  III  planning  grant.  EDA's  small  investment  in  our  EDD 
provides  the  technical  capacity  that  enables  us  to  assist  local  communities  in  Butte,  Glerm,  and  Tehama 
counties  gam  access  to  the  federal,  state  and  foundation  programs  we  need  to  survive.  Through  our 
regional  efforts  and  comprehensive  planning,  we  have  helped  provide  the  infrastructure,  technical 
assistance,  and  development  financing  the  people  of  the  Tri-County  region  need  to  compete. 

NADO  SUPPORT  FOR  EXISTING  EDA  PROGRAMS 

EDA's  programs  have  met  with  success  since  their  development  in  the  1960s,  despite  being 
hampered  by  limited  funding  and  little  or  no  support  from  the  White  House  over  the  past  decade  and 
pnor  to  President  Clinton's  election.  This  year  Congress  has  the  best  opportunity  in  many  years  to 
reauthorize  EDA,  and  by  so  doing,  empower  rural  and  small  metropobtan  America  to  participate  in  the 
economic  recovery.  1  would  like  to  touch  on  some  areas  where  EDA  is  working  well,  but  could  be 
strengthened,  and  others  where  EDA  is  not  working  so  well  and  should  be  improved  as  Congress 
considers  reauthorization  legislation. 

D  Public  Works  Grants 

Last  year,  N ADO  along  with  the  National  Association  of  Counties  (NACo)  and  the  National 
Association  of  Towns  and  Townships  (NATaT)  conducted  a  joint  survey  in  which  economic 
development  professionals  and  local  elected  officials  identified  the  lack  of  infrastructure  as  the  primary 
barrier  to,  and  infrastructure  development  as  the  primary  tool  for,  local  economic  development.  In 
these  rural  and  small  metropolitan  communities,  EDA  Title  1  public  works  grants  are  a  major  source  of 
infrastructure  funding  for  projects  related  to  economic  development.  Rural  areas  rely  on  EDA 
infrastructure  grants  and  EDA  grants  are  effective  tools  to  create  private  sector  jobs. 

However,  community  and  economic  development  has  been  severely  limited  due  to  the  limited 
funding  for  this  program.  In  testimony  before  the  House,  an  EDA  witness  said  that  the  agency  was 
forced  to  carry  over  118  public  works  projects  from  tiscal  1993  to  1994  and  as  a  result  EDA  will  be 
unable  to  fund  all  the  projects  pending  m  1994.  To  help  alleviate  this  backlog  and  meet  the  demand  for 
infrastructure  projects  in  small  metropolitan  and  rural  areas,  N  ADO  supports  a  minimum  of  a  $100 
million  increase  in  the  authorization  level  for  Title  1  in  FY  1995  and  subsequent  years. 

EDA  grants  very  effectively  leverage  local  and  private  dollars.  In  FY  1992  (the  last  year  precise 
figures  were  available),  EDA  awarded  178  public  works  grants  totaling  $153.3  million  of  federal 
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contribution.  After  local  matching  funds  were  added,  the  projects  totaled  $329.5  million.  These  projects 
leveraged  $797.6  million  in  private  sector  investment  and  created  or  saved  28,489  jobs.  The  average  cost 
per  job  was  $5,382.  In  almost  all  cases,  the  projects  would  not  have  been  undertaken,  and  these  jobs 
would  not  have  been  created  or  saved,  without  EDA  public  works  assistance.  /  emphasize  that  $153.3 
million  in  federal  funds  leveraged  approximately  sei>en  times  that  amount  in  local  and  private  dollars  —  $176.2  in 
local  funds  and  $797.6  miUion  m  private  funds.  In  1993,  EDA  awarded  144  public  works  grants  totaling 
$137  million  of  federal  dollars  (further  figures  were  unavailable). 

D  Economic  Development  District  Planning  Grants 

A  1990  study  by  the  Kansas  Center  for  Community  Economic  Development  determined  that  the 
Economic  Development  District  program  makes  a  major  impact  in  small  cities  and  rural  areas,  and  that 
the  program  should  be  expanded.  Seed  funding  for  planning  and  local  technical  assistance  is  the  key  to 
tapping  the  development  potential  in  our  nation's  smaller  communities  and  rural  regions.  NADO 
members  are  eager  to  expand  and  improve  the  EDD  planning  program. 

In  fiscal  1994,  EDA  provided  matching  funds  to  306  multi<ounty  economic  development 
distncts  (EDDs)  in  46  states  for  a  regional  approach  to  strategic  planning  and  technical  assistance  to 
local  governments.  Congress  provided  the  EDD  program  with  $18,583  million  in  FY  1994.   Although 
the  amount  awarded  to  individual  districts  is  very  small  it  provides  the  professional  staff  needed  to 
help  foster  community  development  and  economic  diversification.  EDDs  received  a  base  level  of 
$57,CXX)  in  FY  1994.  Many  districts  received  a  $2,000  increase  this  year  bringing  their  funding  level  up  to 
the  $57,000  base  level.  This  was  the  first  increase  for  districts  in  a  number  of  years.   In  real  terms, 
allowing  for  inflation,  many  EDDs  are  funded  well  below  1970  levels. 

We  urge  Congress  to  support  at  least  a  $5  million  mcrease  to  the  authorizahon  level  for  EDDs, 
which  would  allow  EDA  to  fund  all  districts  at  a  base  level  of  $65,000,  fund  additional  EDDs,  and 
provide  supplemental  grants  to  help  distncts  administer  innovative  activities  such  as  marketing  and 
export  development  for  small  businesses.  An  $8,000  increase  for  each  district,  though  small  by  some 
standards,  will  demonstrate  to  rural  citizens  a  commitment  by  Congress  to  include  rural  America  as 
equal  and  active  participants  in  the  economic  recovery. 

NADO  supports  the  findings  of  EDA's  Economic  Development  District  Quality  Action  Team 
(QAT)  final  report,  released  in  December,  1992.  The  QAT  report  recommended  that,  should  new  funds 
be  made  available  for  EDDs,  they  be  allocated  m  the  following  manner:  up  to  one-third  to  fund  new 
districts,  at  least  one-third  to  increase  the  base  funding  level  for  all  EDDs,  and  up  to  one-third  for 
supplemental  funding  and  one-time  grants. 

D  Economic  Adjustment  Program 

Another  vital  component  of  the  federal  government's  rural  development  activities  is  EDA's  Title 
IX  Economic  Adjustment  program.  Each  year,  EDA  provides  funding  for  sudden  and  severe  economic 
dislocation  (SSED)  and  for  long-term  economic  deterioration  (LTED).  In  the  past,  EDA  has  provided 
about  half  of  its  Title  IX  appropriation  for  Revolving  Loan  Funds.  Title  IX  funds  have  been  used  to  help 
communities  face  major  plant  closings,  military  base  closings,  and  natural  disasters.  In  FY  1994,  Title  IX 
totaled  $35,542  million,  of  which  $16  million  was  for  forestry,  coal  and  fisheries  projects.  Of  the 
remammg  $19  million  half  was  available  for  RLFs.  (According  to  a  1990  study  by  EDA,  every  dollar  an 
EDA  RLF  invests  in  a  local  enterprise  leverages  4.5  private  sector  dollars.)  NADO  urges  Congress  to 
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provide  $25  million  for  Title  IX  so  that  more  rural  areas  will  be  able  to  start  or  recapitalize  Revolving 
Loan  Fvinds. 

With  funding  requested  for  EDA  (and  ARC)  in  the  administration's  1995  budget  and  the 
administration's  support  for  reauthorizing  legislation,  NAEX5's  members  are  eager  to  move  ahead  to 
renew,  "reinvent"  and  improve  these  small  but  vital  agencies.  With  the  continued  backing  of  Congress, 
the  advent  of  an  interested  and  receptive  administration,  and  adequate  funding,  EDA  (and  ARC)  wUl 
become  more  effechve  partners  in  economic  and  community  development  efforts  in  rural  areas  and 
small  ciHes. 

NADO  MEMBERS  SUPPORT  S.  2257 

NADO  members  feel  strongly  that  the  Economic  Development  Reauthorization  Act  of  1994  (S. 
2257),  legislahon  introduced  by  you,  Mr.  Chairman,  and  cosponsored  by  14  other  senators,  includes 
much  of  what  our  members  support  and  EDA  needs.  First,  it  reauthorizes  EDA  through  fiscal  year 
1997.  Our  members  believe  it  is  essenhal  that  Congress  pass  a  mu/h'-year  EDA  reauthorization  bill. 
Since  1980,  EDA's  conshtuents  have  been  livmg  year-to-year,  counting  on  appropriators  to  continue  the 
program. 

If  you  will  think  with  me  about  EDA  as  though  it  is  a  person,  1  think  we  can  understand  where 
the  agency  is  today.  Suppose  you  and  I  are  29  years  old  -  we  were  bom  m  1965  when  many  people 
thought  there  was  an  important  role  for  government  (including  EDA  and  economic  development 
districts)  to  play  in  creahng  jobs  and  building  communihes.  However,  for  12  years  from  the  time  we 
were  16  in  1980  until  1992  our  parents  told  us  we  were  worthless  and  they  did  everything  they  could  to 
get  rid  of  us.  In  fact  they  harassed  us  (through  the  Inspector  General  and  dozens  of  new  regulations) 
and  told  everyone  they  could  that  we  were  useless  and  imnecessary. 

In  1992  we  got  a  new  parent  (the  Clinton  administration)  but  it  took  another  year  for  us  to  get 
back  on  our  feet  and  get  help  to  become  as  productive  as  we  can  be.  This  is  where  EDA  is  now  at  age  29 
~  harassed  and  rejected  for  12  years  and  neglected  for  14  months  until  a  new  assistemt  secretary  was 
confirmed.  It  is  clearly  time  for  EDA  to  be  reinvented  and  renewed  but  without  losing  sight  of  its 
primary  mission  —  creating  jobs  m  distressed  rural  and  small  metropolitan  communities. 

S.  2257  does  just  that.  Your  legislation  updates  and  modernizes  EDA's  programs,  an  idea  long 
overdue  and  greatly  in  need,  while  retaining  the  essential  elements  upon  which  EDA  was  founded 
when  Congress  passed  the  Public  Works  and  Economic  Development  Act  of  1965. 

NADO  members  support  the  improvements  and  clarifications  to  Titles  I,  III,  IV  and  IX  included 
in  S.  2257.    The  legislation  includes  changes  to  the  designation  criteria  making  them  better  reflect 
distiess  and  helping  EDA  target  its  assistance  to  our  nation's  most  distressed  areas.  It  includes 
improvements  to  update  EDA's  program  delivery  and  increase  efficiency. 

Our  members  applaud  and  welcome  the  bill's  provision  directing  EDA  to  expedite  processing  of 
applications  for  EDA  assistance.  The  length  of  time  it  has  taken  from  project  conceptualization  to 
ground  breaking  has  long  been  one  of  the  greatest  criticisms  of  EDA.  NADO  members  look  forward  to 
working  with  Congress  cmd  the  agency  to  help  in  any  way  we  can  as  new  guidelines  are  developed. 
We  also  welcome  the  development  of  a  uniform  application  for  federal  assistance  programs.  The 
complexity  and  duplicity  of  the  application  process  is  a  major  impediment  to  obtaining  federal 
assistance  and  greatly  taxes  the  capacity  of  local  elected  officials.  This  effort  to  improve  federal  program 
debvery  will  be  very  well  received  in  the  communities  our  members  serve. 
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Lastly,  our  members  are  pleased  that  your  legislation  contains  language  "defederalizing"  EDA's 
Revolving  Loan  Fund  program.  This  has  been  one  of  NADO's  top  prionbes  for  a  number  of  years. 

These  changes  are  necessary  and  long  overdue.   Mr.  Chairman,  your  bipartisan  bill  will  put 
EDA,  and  those  of  us  who  comprise  part  of  EDA's  debvery  system,  on  sobd  ground  for  the  first  tune 
since  1980.  By  restoring  EDA's  foundahon  through  the  enactment  of  reauthorizing  legislation. 
Congress  will  shore  up  the  base  upon  which  further  improvements  to  the  agency  may  be  built  in  the 
future.  At  this  time,  1  believe  a  strong  foundahon  must  be  our  the  first  concern.  Only  then  can  we  turn 
our  attenhon  to  new  mihahves. 

And  when  EDA  and  Congress  do  consider  new  initiatives  for  the  agency,  I  believe  that  EDA 
must  use  its  existing  network  -  comprised  of  Economic  Development  Districts  and  the  governments 
and  people  they  serve,  among  others  -  as  the  basis  for  program  delivery.  NADO  members  look 
forward  to  the  future,  the  near  future  we  hope,  when  Congress  has  passed  the  Economic  Development 
Reauthorizahon  Act  of  1994,  and  the  agency  and  its  constituents  can  begin  to  build  on  the  foundahon 
you  have  started  to  lay  today. 

Chairman  Baucus,  Economic  Development  Districts  nationwide  join  me  in  thcinking  you  for 
your  diligent  work  to  reauthorize  EDA  and  we  encourage  the  entire  Senate  to  give  their  support  to  S. 
2257  when  you  bring  the  bill  to  the  Senate  floor. 


NA  TIONAL  ASSOCIA  TION  OF  DEVELOPMENT  ORGANIZA  TIONS 

The  National  Association  of  Development  Organizations  (NAEXD)  is  a  national  public  interest 
group  founded  m  1967  to  help  professionals  and  local  elected  officials  at  the  grassroots  level  share 
mformation  and  ideas.  The  association  is  the  leading  advocate  for  a  regional  approach  to  economic  and 
community  development  in  America's  rural  communities  and  small  cities.  In  rural  areas,  economic 
conditions  and  development  needs  tianscend  junsdictional  boundaries.  Likewise,  strategies  and 
solutions  to  rural  distress  are  most  effective  when  implemented  at  the  substate,  multi<ounty  level.   As  a 
result,  NADO  members  provide  in  rural  areas  economic  and  community  development  assistance  to 
local  governments  and  the  private  sector  on  a  regional  basis  that  is  otherwise  unavailable. 

NADO  members  are  regional  development  organizations,  known  variously  as  economic 
development  districts,  councils  of  governments,  area  development  districts,  regional  councils,  and  the 
like.    Regional  development  organizations  draft  long-term  strategic  economic  development  plans, 
perform  a  wide  range  of  technical  assistance,  and  provide  small  business  gap  financing,  among  other 
things.   EDA  has  long  supported  regional  development  efforts  through  the  Economic  Development 
District  program. 
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Prepared  Statement  of 

Peter  S.  diCicco,  Secretary-Treasurer 

Industrial  Union  Department,  AFL-CIO 

to 

The  Senate  Environmental  and  Public  Works  Committee 

regarding 

S.  2257,  the  Economic  Development  Administration  Reauthorization  Act 


Mr.    Chainman  and  Members  of  the  Committee: 

I  am  Peter  S.  diCicco,  Secretary-Treasurer  of  the  Industrial  Union  Department  of  the 
AFL-CIO.    I  am  pleased  to  have  this  opponunity  to  testify  at  this  hearing  on  the 
reauthorization  of  the  Commerce  Department's  Economic  Development  Administration 
(EDA). 

The  Federal  Government  through  the  Economic  Development  Administration  of  the 
Department  of  Commerce  (EDA)  and  the  DoD's  Office  of  Economic  Adjustment  (OEA)  has 
been  active  in  assisting  redevelopment  effons  of  defense  dependent  communities  since  the 
1960s.   Most  OEA  exf)erience,  however,  is  with  providing  planning  grants  and  assistance  to 
communities  adjusting  to  base  closures. 

EDA  is  the  lead  federal  agency  in  funding  actual  local  development  projects.   This 
agency  has  traditionally  combined  its  funds  with  those  of  state,  local  and  private  partners.   It 
has  helped  fund  an  array  of  development  programs  such  as  industrial  parks,  seed  capital 
projects,  technology  centers,  and  entrepreneurial  development  programs.   EDA  suffered 
dramatic  budget  cuts  in  the  1980s  and  was  persistently  threatened  with  elimination.   As  a 
result  the  agency  requires  major  rebuilding  to  effectively  address  the  adjustment  problems  of 
defense  dependent  communities. 
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The  EDA  also  has  long  experience  assisting  communiries  affected  by  major  shocks  to 
their  economic  base.    Its  main  assistance  program  in  this  area  is  the  Sudden  and  Severe 
Economic  Dislocation  program  (SSED).   This  program  requires  a  25  percent  local  match  of 
the  federal  funds  allocated.   Until  recently,  the  agency  could  only  fund  20  implementation 
grants  nation  wide  each  year.    Its  total  funding  for  these  projects  equalled  only  $12.3  million 
in  1991.' 

At  the  local  level,  reductions  at  military  bases  or  production  facilities  pose  many  of 
the  same  challenges  as  civilian  plant  closures.   Successful  adjustment  efforts  involve  many  of 
the  same  elements:  the  implementation  of  short  and  long-term  employment  and  retraining 
programs  for  displaced  workers;  the  creation  of  a  local  authority  to  examine  the  strengths  and 
weaknesses  of  the  local  economy  and  to  organize  a  strategic  long-term  development  effort; 
and  the  formation  of  strong  local  partnerships  to  shape,  carry  out,  and  monitor  local 
employment  initiatives. 

All  regional  diversification  and  development  efforts  seek  to  identify  the  comparative 
advantages  of  a  local  economy,  and  then  develop  strategies  to  attract  or  grow  new  basic 
industries,  and  develop  means  to  produce  or  market  locally  those  goods  or  services  previously 
imported.   However,  exf)erience  shows  that  local  initiatives  can  be  tailored  to  build  upon 
certain  unique  characteristics  of  military  facilities  and  their  work  forces. 

For  example,  because  military  production  often  involves  advanced  technology  and 
highly  skilled  labor,  defense  dependent  communities  often  explore  methods  for  building  or 
enhancing  local  research  and  development  enterprises  and  technology  transfer  prospects. 
Particular  emphasis  can  be  placed  on  ways  to  build  linkages  between  existing  public 
education  and  research  institutions,  redundant  scientific,  engineering  and  production  workers. 
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and  small  business  development  initiatives.   There  are  several  documented  cases  in  the  U.S. 
where  building  such  networks  led  to  successful  technology  transfers  from  military-serving 
facilities  to  independent  small  to  medium-sized  businesses  in  a  community.^   The  subsequent 
growth  of  these  small  businesses  then  generated  new  employment  which  absorbed  some  labor 
released  from  defense  facility  layoffs. 

Such  efforts  can  help  stabilize  local  economies  by  reducing  layoffs  and  creating  new 
employment  in  established  firms  or  new  business  stan-ups.   But,  the  scale  of  economic 
displacement  from  mihtary  cuts  outlined  in  the  above  simulation  studies  underscore  the 
challenges  that  defense  dependent  communities  will  encounter.     Again,  projections  of 
negative  employment  growth  in  most  manufacturing  sectors  will  test  the  ability  of 
communities  to  maintain  local  employment  and  income. 

In  addition,  the  financial  constraints  that  have  plagued  state  and  local  governments  over 
the  last  decade  have  severely  limited  their  capacity  to  respond  to  economic  shocks.   Despite 
the  creation  of  many  highly  innovative  and  effective  state  and  local  development  programs  in 
the  1980s,  total  state  funding  in  the  economic  development  area  remained  modest.   From 
1978  to  1990,  federal  funding  for  community  and  regional  development  fell  by  57  percent, 
while  funding  for  small  business  support  fell  by  85  percent.' 

EDA  REAUTHORIZATION  LEGISLATION 

Recently,  the  House  overwhelmingly  endorsed  an  EDA  reauthorization  bill  that  would  help 
the  agency  retain  and  improve  its  capability  to  suppon  employment-generating  economic 
development  initiatives.   The  Industrial  Union  Dcponmcnt  of  the  AFL-CIO  and  the  associated 
trade  unions  strongly  support  Uiese  functions  because  of  the  devastating  job  losses  our 
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members  have  suffered  as  a  result  of  international  trade,  defense  cutbacks  and  other  forms  of 
economic  restructuring. 

Support  for  firms  and  workers  in  defense  dependent  communities  works  best  when 
linked  to  an  overall  strategy  to  develop  new  economic  activity  in  the  affected  region. 
Without  new  development  initiatives  in  highly  defense  dependent  communities,  the  question 
naturally  arises  regarding  retraining  programs:  placement  where  and  training  for  what.   We 
therefore  call  on  this  Committee  to  endorse  comparable  legislation  to  H.R.  2442,  which  goes 
further  in  promoting  an  integrated  economic  development  strategy.   While  S.  2257  contains 
several  useful  reform  provisions,  we  urge  you  to  incorporate  several  vitaJ  points  into  the  bill 
before  bringing  it  to  the  floor. 

*  Expand  EDA's  Mission  to  Include  Industrial  Retention. 

As  noted,  EDA  was  founded  to  promote  the  long-term  development  of  impoverished 
rural  areas  through  infrastructure  development  and  industrial  attraction.   The  agency  also 
provides  assistance  to  distressed  communities  through  its  title  IX  program. 

While  we  strongly  suppon  EDA's  traditional  work,  an  industrial  retention  mission 
which  invests  resources  to  save  existing  businesses  and  jobs  can  be  an  extremely  cost 
effective  approach  to  ensure  the  well  being  of  many  communities. 

*  Retain  EDA's  Defense  Conversion  Mission 

The  Senate  bill  would  authorize  EDA  funds  solely  for  conversion  programs  related  to 
military  base  closures  or  realignments.   We  strongly  urge  you  not  to  limit  EDA's  mission. 
Since  1991,  Congress  has  provided  EDA  with  $210  million  to  help  defense  dependent 
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communities  and  businesses  respond  to  military  cutbaclcs  by  seeking  civilian  alternatives. 
According  to  the  Agency,  only  41  percent  of  the  conversion  funds  EDA  has  spent  to  date  are 
related  to  military  bases  slated  for  closure  or  realignments  through  the  BRAC  process. 
Several  crucial  EDA  projects  presently  underway  include:  CA:  The  CALSTART  Electric 
Vehicle  Program  ($1.5  million);  CT:  Seatech  ($1.0  million);  ID:  A  High  Technology 
Incubator  ($4.5  million);  NJ:  Technical  Assistance  and  Training  to  the  N.J.  Institute  of 
Technology  ($1.5  million) 

Similar  projects  would  be  ineligible  for  funding  as  the  Senate  bill  presently  stands. 
While  EDA  will  likely  need  substantial  funding  in  FY  1996  and  1997  to  respond  to  the  base 
closures  and  realignments  that  will  be  announced  in  FY  1995,  we  urge  you  not  to  limit 
EDA's  valuable  work  solely  to  one  type  of  defense  dislocation. 

The  impact  of  a  base  closure  on  a  community  depends  on  several  factors.   If 
employment  at  the  base  is  large  relative  to  the  overall  economy  of  the  region,  the  impacts  can 
be  severe.   Also,  if  the  base  is  in  a  rural  area  distant  from  major  markets,  the  recovery 
process  is  more  challenging. 

On  the  other  hand  the  secondary  job  losses  in  the  community  from  a  closure  may  be 
limited  if  the  base  employed  mostly  uniformed  personnel.  Uniformed  personnel  often  make 
fewer  local  expenditures  in  the  economy  than  permanent  local  residents  as  they  use  on-base 
services  and  send  money  out  of  the  region  to  support  families  elsewhere.  The  prospects  for 
adjustment  to  a  base  closure  depend  finally  on  whether  the  physical  attributes  of  the  site  make 
it  an  attractive  location  for  alternative  development. 

Some  military  bases  have  high  quality  infrastructure  and  support  services  which  make 
them  attractive  locations  for  new  businesses,  or  alternative  public  or  private  activities.   Other 
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bases  require  improvements  in  infrastructure  to  permit  redevelopment.     Abandoned  bases 
have  been  transformed  into  industrial  parks,  civilian  transportation  hubs,  and  educational  and 
training  institutions.   The  OEA  claims  that  from  1961  to  1990  more  jobs  were  created 
(158,104)  at  convened  base  facilities  than  were  lost  through  closure  (93,424).*   However,  this 
figure  does  not  include  the  civilian  jobs  that  move  from  the  community  to  the  base  as  existing 
firms  relocate  to  base  facilities. 

•  Provide  Adequate  EDA  Funding 

To  its  credit,  both  Congress  and  the  Administration  suppon  revitalizing  EDA.   To 
make  this  goal  a  reality.  Congress  should  authorize  $100  million  for  EDA's  civilian  tide  EX 
program,  and  the  administration's  $140  million  request  for  conversion. 

As  a  recent  report  prepared  by  the  Congressional  Office  of  Technology  Assessment 
points  out  EDA's  title  IX  program  was  cut  by  more  than  80  percent  over  a  twelve  year  period 
ending  in  1990.   To  do  its  job,  Congress  must  provide  the  Agency  with  resources  adequate  to 
the  challenges  the  nation  would  have  it  address. 

The  end  of  the  Cold  War  has  taken  a  heavy  toll  on  defense  industry  employment.   The 
Comptroller  of  the  Department  of  Defense  estimates  that  175,000  defense-industry  jobs  will 
disappear  in  FY  1994;  the  previous  year,  DoD  estimated  that  150,(X)0  jobs  disappeared.   The 
National  Commission  for  Economic  Conversion  and  Disarmament  has  documented  the  loss  of 
nearly  165,000  defense-related  jobs  in  1993  and  approximately  115,(X)0  jobs  in  the  first  six 
months  of  1994. 

Clearly,  working  people  are  bearing  the  brunt  of  the  defense  spending  wind-down. 
Providing  economic  opportunities  for  the  workers  and  communities  in  the  post  cold  war  era 
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demands  a  coherent  federal  effort.   We  should  be  expanding,  not  limiting,  federal  conversion 
assistance. 

•  Expedite  The  Application  Process 

The  biggest  criticism  of  EDA's  recent  record  is  the  long  delays  in  project  approval.    In 
1990  it  took  EDA  an  average  of  nearly  200  days  to  approve  community  projects,  and  many 
communities  experienced  delays  of  over  18  months.*   These  delays  have  been  traced  to  a 
burdensome  application  and  approval  process  that  clearly  needs  streamlining.   Since  a  timely 
response  to  local  economic  shocks  is  a  major  determinant  of  the  effectiveness  of  adjustment 
efforts,  delay  is  a  crucial  problem. 

Both  the  House  and  the  Senate  bills  include  language  that  would  lead  to  a  more 
expeditious  application  process.  We  also  note  with  approval  the  Agency's  recent  pilot 
program  to  study  a  more  streamlined  approach. 

•  Create  an  OfTice  of  Strategic  Economic  Development  Planning  and  Policy 

Both  the  House  and  the  Senate  would  have  create  this  office  within  EDA  to  promote  a 
coherent  federal  economic  development  effort.   The  House  would  have  the  office  coordinate 
an  ongoing  effort  through  a  Federal  Coordinating  Council  for  Economic  Development.   The 
Senate  would  create  the  council  for  one  year. 

We  believe  that  the  Office  should  have  statutory  responsibility  for  coordinating  federal 
economic  development  efforts  to  meet  long  term  challenges  through  the  council,  as  called  for 
by  the  House.   The  office  should  also  house  an  Office  of  Economic  Development 
Information,  which  could  provide  a  single  source  of  information  to  defense  dependent 
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workers,  communities  and  businesses  seeking  federal  assistance  to  encourage  timely  access  to 
these  resources. 

In  our  view,  such  an  initiative  is  long  overdue.   To  cite  one  example,  the 
Administration's  Defense  Reinvestment  for  Economic  Growth  Initiative  calls  for  investing 
$7.1  billion  in  New  Federal  Civilian  Investments  with  conversion  opportunities.   Yet  there  is 
no  coordination  among  the  agencies  administering  these  programs,  which  include  the 
Departments  of  Labor,  Commerce,  Transportation  and  NASA.   Additionally,  many  of  the 
worker  training  and  community  adjustment  programs  presently  underway  have  no  way  of 
knowing  what  federal  money  is  available  for  conversion. 

Promoting  better  coordination  among  agencies  and  outreach  to  local  administrators 
would  help  insure  that  worker  training  and  community  adjustment  programs  lead  to  real  jobs 
and  real  economic  development  opportunities. 

•  Require  EDA  to  Study  Innovative  Economic  Development  Mechanisms  Outside  of  its 
Present  Mission 

We  believe  that  EDA  should  study  whether  innovative  economic  development  financing 

tools,  including  loan  guarantees  and  equity  financing,  could  promote  economic  development. 

Additionally,  as  Labor  Secretary  Robert  Reich  recently  pointed  out,  the  $4.6  oillion  presently 

invested  in  pension  funds  represent  a  significant  amount  of  money  that  could  be  used  to  help 

create  jobs  and  address  other  social  needs  at  time  of  severe  fiscal  austerity.   Commerce 

should  also  be  involved  in  developing  guidelines  that  could  encourage  the  socially  beneficent 

use  of  that  money. 
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•  Create  Opportunities  for  Nonprofits  to  Apply  for  EDA  Funds 

Opening  up  the  application  process  would  be  a  cost  effective  way  to  improve  delivery 
of  services  by  allowing  the  participation  of  other  organizations  with  appropriate  expertise. 
The  Senate  should  give  private  nonprofits  equal  standing  to  seek  tiUe  DC  funds,  especially  for 
conversion. 

The  Economic  Development  Administration  must  continue  to  promote  economic  growth 
and  job  creation.   However,  with  defense  cutbacks,  trade  and  other  economic  restructuring, 
EDA  needs  to  be  reformed,  revitalized  and  adequately  funded.   The  Senate  should  pass  a 
reauthorization  bill  this  year  containing  these  points  so  that  EDA  can  more  effectively  lead 
the  federal  economic  development  effort. 

Mr.  Chairman,  that  concludes  my  statement.   I  would  be  delighted  to  answer  any 
questions. 
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1  Office  of  Technology  Assessment,  After  the  Cold  War-Living  With  Lower  Defense 
Budgets,  p.  174. 

2  For  a  study  of  diversification  through  technology  transfer  in  the  case  of  the  Hanford 
Washington  nuclear  weapons  facility  see  OECD,  Partnerships:  The  Key  to  Job  Creation,  pp. 
76-82. 

3  Office  of  Technology  Assessment,  After  the  Cold  War-Adjusting  to  Lower  Defense 
Spending,  p.  173. 

4  See,  Civilian  Reuse  of  Former  Military  Bases,  1961-1990,  Office  of  Economic  Adjustment, 
Depanment  of  Defense,  Washington  D.C.,  June  1990. 

5  Ibid.,  p.  174-175. 
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Good  morning.  Chairman  Baucus  smd  members  of  the  Committee.  My  name  is  Thomas 
Ahem.  1  am  the  Executive  Director  of  the  Jersey  City  Economic  Development  Corporation 
in  Jersey  City  New  Jersey. 

1  am  testifying  this  morning  on  behalf  of  The  National  Council  for  Urban  Economic 
Development,  known  as  CUED.  CUED  is  a  nonprofit  membership  organization  representing 
over  1,200  economic  development  professionals  from  cities  of  all  sizes,  metropolitan  areas  and 
regions.  The  members  of  this  organization  are  the  public  and  private  sector  practitioners  who 
are  working  to  build  local  economies  through  the  tools  used  to  create,  attract  and  retain  jobs. 

CUED  and  its  Board  of  Directors  appreciates  the  new  approach  that  seems  to  be  taking 
place  within  the  Economic  Development  Administration  (EDA)  with  the  appointment  of 
William  Ginsberg  as  Assistant  Secretary  of  Commerce  for  Economic  Development  and 
Administrator  of  the  Economic  Development  Administration.  Mr.  Ginsberg,  who  was  a 
member  of  CUED  when  he  was  Development  Administrator  of  the  City  of  New  Haven, 
Connecticut,  is  familiar  with  traditional  approaches,  many  of  which  still  work  in  parts  of  the 
countrv,  and  also  has  a  great  deal  of  experience  with  economic  development's  newest  tools  and 
techniques,  which  will  be  of  increasing  importance  to  the  EDA  in  the  future.  Before  being 
named  head  of  EDA,  Mr.  Ginsberg  was  also  president  of  the  Science  Park  Development 
Corporation  in  New  Haven,  a  research  park  which  uses  technology  to  bring  poor  communities 
into  the  mainstream  of  the  economy.  CUED  is  heartened  that  the  EDA  has  leaders  like  Will 
Ginsberg  and  his  Deputy  Wilbur  Hawkins,  who  are  able  to  lead  the  organization  to  the  cutting 
edge  of  economic  development. 
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CUED  has  worked  closely  with  the  Economic  Development  Administration  throughout 
its  25-year  history.  With  EDA's  support  and  through  its  member  professionals,  CUED  has 
produced  a  large  body  of  knowledge  on  the  most  effective  strategies  for  economic  development 
and  approaches  to  issues  such  as  training  hard-to-employ  youth,  developing  export  markets  and 
urban  manufacturing.  Through  EDA-sponsored  publications  and  conferences,  CUED  has  been 
able  to  provide  timely  information  to  economic  development  practitioners  that  helps  them  to 
understand  and  adapt  to  global  economic  forces  affecting  their  local  economies.  CUED 
members  often  find  that  EDA  has  a  stronger  relationship  with  local  economic  development 
practitioners  than  other  federal  agencies  do,  and  applauds  its  capacity  to  look  beyond  individual 
localities  to  regional  and   national  issues. 


Traditional  Role  of  EDA  in  Communities 

In  many  communities,  EDA  grants  are  crucial  for  rehabilitating,  repairing  or 
constructing  infrastructure  and  public  works  facilities  for  industrial  or  commercial  development. 
These  communities  might  not  otherwise  be  desirable  site  locations  for  expanding  enterprises 
because  they  do  not  have  the  infrastructure  in  place,  and  the  communities  do  not  have  the 
funds  to  build  it.  This  creates  an  extremely  difficult  barrier  to  overcome  since  many  businesses 
require  infrastructure  in  place  before  they  will  even  consider  a  potential  site  location.  At  the 
same  time,  the  community  needs  the  taxes  generated  by  these  firms  to  finance  such  public 
improvements.  So  it  is  a  kind  of  "Catch-22"  situation  for  the  community,  and  EDA  public 
works  funds  are  a  valuable  resource  in  helping  to  resolve  the  dilemma. 

Funds  are  typically  used  in  conjunction  with  new  development  or  redevelopment.  Since 
EDA's  assistance  is  targeted  to  areas  experiencing  either  long-term  or  sudden  and  severe  job 
loss,  the  aid  goes  directly  to  communities  who  could  not  otherwise  afford  the  needed  public 
improvements.  With  these  improvements,  they  can  attract  or  expand  business  enterprises  on 
available  sites  and  increase  their  tax  base.  For  instance,  the  Massachusetts  Govenunent  Land 
Bank  used  funds  to  retain  fishing  industry  jobs  by  building  a  cold  processing  building  and 
upgrading  the  entire  pier  facility.  The  State  has  also  made  use  of  more  traditional  EDA 
funding  sources  for  demolition  and  rehabilitation  activities  involved  with  the  pier  facility 
development  project. 

While  EDA  funds  can  be  used  for  filling  funding  gaps  for  site  specific  projects, 
primarily  public  sector  endeavors,  they  are  overwhelmingly  targeted  to  projects  that  have  state 
or  local  funding  committed  to  them  as  matches.  EDA  Public  Works  ftmds  typically  provide 
about  half  of  a  project's  costs,  requiring  a  match  from  the  recipient  community  for  the 
remainder.  EDA  requires  that  the  local  share  be  in  place  before  it  will  disburse  any  funds. 
Furthermore,  EDA  does  not  allow  the  funds  to  be  passed  through  or  reused  by  organizations 
other  than  the  initial  grantee. 

Grantees  may,  of  course,  use  state  or  local  funds  as  their  match,  but  they  also  may  use 
federal  funds  as  well,  including  Community  Development  Block  Grants  or  Farmers  Home 
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Administration  rural  development  loan  funds.  For  example,  the  public  works  grants  program 
requires  a  minimum  20  percent  state-local  match  with  the  EDA  grant  covering,  on  the  average, 
only  50  percent  of  a  project's  cost,  thus  encouraging  the  use  of  other  federal  programs.  EDA's 
grants  for  sudden  and  severe  distress,  which  constitute  half  of  the  economic  adjustment 
assistance  program,  will  cover  up  to  75  percent  of  project  costs.  According  to  EDA,  around 
50  percent  ($6  to  $8  million  annually)  of  the  sudden  and  severe  distress  grants  fimding  the 
construction  of  real  estate  projects. 


Innovations  in  EDA  Program  Uses 

Most  grants  assist  infrastructure-related  improvements,  such  as  water  and  sewer 
connections  and  road  improvements,  for  specific  development  projects.  Increasingly,  economic 
adjustment  grants  are  being  used  to  finance  capital  improvements  for  industrial  parks,  incubator 
facilities  and  low-income  housing  projects.  Examples  of  these  innovative  uses  include  the 
Ohio  Valley  Business  and  Industrial  Development  Corporation  (BIDC)  in  Wheeling,  West 
Virginia,  which  has  used  EDA  funds  to  assist  in  the  construction  of  a  Technology  Center  and 
the  City  of  Abilene's  use  of  EDA  funds  to  support  the  development  of  the  Abilene  Business 
and  Education  Center~a  joint  incubator  and  community  college  facility. 

EDA's  economic  adjustment  program  has  helped  many  cities  in  capitalizing  revolving 
loan  funds  to  address  local  needs.  With  some  290  funds  in  place,  EDA  statistics  indicate  that 
more  than  $350  million  in  EDA-assisted  loans  had  leveraged  more  than  $1  billion  in  private 
investment,  providing  more  than  100,000  jobs  in  distressed  areas.  Currently,  nearly  3,800 
businesses  have  outstanding  EDA  loans.  These  revolving  loan  funds  make  possible  local 
industry  expansions  that  would  not  otherwise  be  able  to  occur. 

Those  economic  adjustment  efforts  have  increasingly  been  oriented  toward  meeting  the 
challenges  created  by  cuts  in  the  defense-related  industries.  Newport  News  has  long  benefitted 
from  EDA's  emphasis  on  economic,  and  now,  defense  adjustment.  In  1979,  as  a  result  of 
sudden  and  severe  economic  distress  caused  by  declining  defense  shipbuilding  expenditures, 
the  City  received  a  $3.3  million  EDA  grant,  to  which  a  $1.9  million  supplementation  was 
added  in  1980.  The  $3.3  million  was  used  to  bulkhead  our  Seafood  Industrial  Park,  provide 
drainage  improvements  for  the  Oyster  Point  Industrial  Park  and  capitalize  a  revolving  loan 
fund.  In  1983,  the  City  received  a  $1.0  million  EDA  public  works  grant  to  complete  Phase 
II  of  the  Seafood  Industrial  Park  bulkheading.  Last  year,  the  City  received  $1.8  million  under 
the  Sudden  and  Severe  Economic  Distress  program  to  improve  the  jetty  at  the  Seafood 
Industrial  Park  and  to  capitalize  another  revolving  loan  fund.  The  City  is  currently  awaiting 
approval  of  a  $1,275  million  defense  conversion  grant  being  administered  by  EDA.  This 
money  will  be  used  to  fund  infrastructure  at  a  business  and  industrial  park  near  our  airport. 

Other  communities  affected  by  defense  cutbacks  have  used  EDA  in  its  newer  role  as 
defense  adjustment  and  high-technology  facilitator.  For  instance,  St.  Louis  County  used  EDA 
funds  extensively  in  a  defense  adjustment  program  touted  as  a  model  by  both  CUED  and  the 
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Pentagon  for  community  planning  and  action.  Working  closely  with  the  Office  of  Economic 
Adjustment,  EDA  helped  St.  Louis  fund  research  into  the  employment  needs  of  laid-off  defense 
workers,  and  for  the  development  of  defense  diversification  plans.  In  addition,  EDA  was 
instrumental  in  St.  Louis  County's  renovation  of  a  manufacturing  technology  education  center 
and  in  the  creation  of  a  seven-county  regional  revolving  loan  fund  for  focused  on  helping 
defense-dependent  firms  develop  product  commercialization  strategies. 

The  City  of  San  Diego  is  currently  working  on  the  establishment  of  the  San  Diego 
Technology  Council,  which  will  bring  together  the  resources  and  expertise  of  industry, 
academia,  labor  and  government  to  facilitate  technology  commercialization  and  industry 
modernization,  and  will  be  largely  funded  by  the  EDA.  One  of  the  organizations  taking  part 
in  the  Council  that  is  also  receiving  a  portion  of  its  funding  from  the  EDA  is  the  High 
Technology  Resource  Center,  which  will  be  a  one-stop  center  for  all  forms  of  business  and 
technical  assistance  to  San  Diego's  manufacturing  and  high  technology  firms.  Its  partners  will 
include  the  City  of  San  Diego;  the  San  Diego  Economic  Development  Corporation;  the 
University  of  California,  San  Diego  Campus;  and  the  San  Diego  Supercomputer  Center. 
Another  member  of  the  Council  receiving  partial  funding  from  the  EDA  is  San  Diego's 
Technology  Incubator,  which  will  be  managed  by  the  San  Diego  City  College  Center  for 
Applied  Competitive  Technologies. 

EDA  has  also  supported  efforts  in  southern  California  to  address  the  combined 
devastation  of  defense  downsizing,  riots,  and  the  most  recent  earthquake.  One  of  the  most 
significant  EDA  investments  in  the  area  was  a  $3  million  grant  to  Rebuild  Los  Angeles  to  help 
in  their  efforts  to  create  new  business  opportunities  in  South  Central  Los  Angeles. 

Although  they  may  have  received  less  attention,  EDA  has  been  involved  in  other  areas 
as  well.  The  agency  helped  St.  Louis  County  fimd  a  multi-year  program  of  international  trade 
assistance  through  the  St.  Louis  World  Trade  Center  to  further  diversify  the  area's  economy. 
The  EDA  also  funded  a  significant  expansion  of  St.  Louis  County's  Small  Business  Incubator 
program,  which  also  used  funds  leveraged  by  the  local  government,  state  grants  and  state  tax 
credits. 


The  Need  for  EDA  to  Participate  in  Urban  Economic  Development 

Federal  program  designed  to  address  the  needs  of  our  urban  centers  have  not  been  well 
supported  in  the  past.  That  is  why  the  federal  economic  development  programs,  in  particular 
EDA,  are  so  important  to  cities  throughout  the  country  that  are  in  danger  of  experiencing  the 
same  kind  of  response  to  the  unemployment,  disinvestment  and  hopelessness  that  characterize 
many  of  our  irmer  cities.  EDA  funds  will  be  critical  to  provide  the  infrastructure,  services  and 
quality  of  life  needed  to  retain  businesses  and  encourage  growth.  EDA  funds  can  be  targeted 
to  achieve  economic  benefits  for  locations,  sectors  or  groups  that  are  at  a  competitive 
disadvantage  in  the  marketplace  or  are  suffering  major  restructuring  as  in  the  case  of  the 
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aerospace  industry.    EDA  funds  can  help  overcome  infrastructure  neglect  in  distressed  areas 
and  encourage  private  capital  investment  by  helping  businesses  to  become  more  competitive. 

In  today's  global  economy,  innovation  and  flexibility  are  essential  to  local 
competitiveness  and  business  success.  Businesses  must  continually  adapt  new  production 
processes,  technological  skills  and  distribution  networks  to  compete.  To  achieve  this 
competitive  position  requires  an  investment  in  the  human  infrastructiire  in  terms  of  training  and 
education  needed  for  highly  skilled  positions,  improvements  in  transportation  networks  and 
telecommunications,  and  investment  in  new  information  technology. 

Transportation  and  environmental  issues  are  also  of  critical  importance  to  urban 
economies.  Environmental  problems  require  investment  in  new  technologies  and  clean  up, 
particularly  in  older,  primarily  urban  structures  built  in  a  time  when  less  stringent 
environmental  regulations  and  more  lax  enforcement  of  those  regulations  resulted  in  the 
massive  levels  of  clean-up  required  today.  Cities  are  increasingly  faced  with  problems  related 
to  environmentally  contaminated  sites.  Projects  are  being  halted  because  of  environmental 
problems  and  the  difficulty  of  engineering  site  clean-up  and  mitigation  efforts  needed  to  allow 
private  investments  to  go  forward. 

The  Economic  Development  Administration  has  great  potential  for  assisting  cities  and 
urban  areas  with  these  economic  development  issues  through  investments  in  infrastructure, 
business  development  and  related  innovative  programs.  Yet  the  needs  are  great.  If  our  cities 
are  to  have  a  chance,  the  emphasis  must  be  on  creating  jobs  in  traditionally  disadvantaged  areas 
where  they  are  most  needed.  Again,  a  focus  of  programs  on  our  urban  economies  is  critical 
if  we  are  to  save  our  cities. 

Some  of  EDA's  greatest  successes  have  come  in  urban  and  urbanizing  areas  where 
carefully  targeted  investments  have  resulted  in  leveraging  substantial  private  investment  to 
create  or  retain  jobs  in  the  private  sector.  EDA's  investments  in  public  works  and 
infrastructure  have  been  vital  in  making  hundreds  of  development  and  redevelopment  projects 
financially  viable.  Typical  was  EDA's  investment  of  Title  1  funds  in  the  Port  of  Tacoma, 
Washington,  which  leveraged  $250  million  in  other  local  investment  and  created  thousands  of 
new  jobs.  We  agree  that  EDA  should  continue  to  focus  its  public  works  program  in  projects 
where  private  investment  can  be  leveraged.  Because  the  federal  money  is  so  limited,  it  should 
be  used  where  it  will  do  the  most  good. 

Another  outstanding  example  where  EDA  participation  has  been  crucial  to  the  success 
of  an  economic  development  project  is  in  Baltimore.  That  city  has  received  much  national 
attention  for  its  economic  development  successes  over  the  past  15  years.  Besides  the  highly 
visible  activity  downtown  at  the  Inner  Harbor,  the  city's  economic  development  program  has 
focused  chiefly  on  industrial  retention  through  the  creation  of  opportimities  for  plant  relocation, 
expansion,  and  modernization.  The  central  feature  of  this  orientation  has  been  the  creation  and 
upgrading  of  industrial  parks  in  the  city.    EDA  assistance  was  instrumental  in  achieving  this 
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objective.    More  recently,  the  city  has  diversified  its  goals  to  include  the  development  of  the 
biomedical  industry  as  well  as  industrial  development  in  waterfront  areas. 

EDA  also  makes  available  money  for  planning  assistance,  and  Baltimore  has  used  this 
type  of  funding  extensively.  EDA  programs  have  been  critical  in  enabling  the  city  to  establish 
a  highly  professional  economic  development  planning  and  implementation  team  and  implement 
industrial  development  activities  that  have  generated  tens  of  millions  of  dollars  in  new  private 
investment  and  thousands  of  new  jobs.  These  are  projects  which  the  city  could  not  have 
initiated  alone,  and  the  private  sector  would  not  have  found  profitable. 

EDA  grants  also  help  to  revitalize  urban  neighborhoods.  In  the  Liberty  City  area  of 
Miami,  the  scene  of  racial  riots  in  1980,  an  EDA  grant  played  a  vital  role  in  the  creation  of 
a  new  supermarket  and  shopping  center.  A  community-based  development  organization  used 
this  grant  for  equity  in  the  project.  This  shopping  center  has  become  the  centerpiece  for  the 
revitalization  of  a  residential  and  commercial  corridor  with  more  projects  still  being  added. 
Of  course,  more  recently,  EDA  has  played  an  active  role  in  supporting  initiatives  in  southern 
Dade  County  to  rebuild  the  communities  devastated  by  Hurricane  Andrew. 

With  the  demise  of  federal  support  for  urban  areas  during  the  1980s,  EDA  continued 
to  provide  some  assistance  to  cities  in  their  efforts  to  create  and  retain  jobs  even  though  most 
of  its  funds  went  to  rural  areas.  Rural  areas  also  receive  development  assistance  through  the 
programs  of  the  Department  of  Agriculture.  But  with  the  demise  of  federal  support  for  cities, 
EDA  stands  as  one  of  the  last  useful  federal  resources  to  aid  in  the  economic  revitalization  of 
urban  areas. 


The  Misallocation  of  EDA  Funds 

The  Economic  Development  Administration  has  had  and  continues  to  have  a  strong 
rural  bias.  In  large  part,  this  is  because  it  was  created  in  the  1960s  at  a  time  when  the  cities 
were  receiving  a  lot  of  federal  assistance  through  urban  renewal,  housing  and  anti-poverty 
programs.  EDA,  along  with  ARC,  was  perceived  of  as  an  agency  to  deal  with  the  problems 
of  a  neglected  rural  America.  EDA  emphasizes  that  only  projects  in  "highly  distressed"  areas 
will  receive  funding.  Urban  areas  in  their  grant  applications  must  demonstrate  "exceptional 
potential"  for  mitigating  severe  economic  distress  and  providing  job  creation  or  retention 
opportunities. 

From  1 980  to  1 990,  the  total  EDA  obligations  spent  on  urban  programs  decreased  from 
approximately  $186  million  to  approximately  $47  million  (see  Graph  I).  Urban  obligations  as 
a  percent  of  total  obligations  steadily  decreased  from  57%  to  29%  over  that  same  time  period. 
The  percent  of  total  EDA  obligations  spent  for  rural  programs  increased  from  43%  in  1980  to 
70%  in  1990.  In  1992,  urban  obligations  of  the  EDA  were  around  $51  million,  or  25%  if  total 
obligations.    EDA's  record  has  proved  that  it  can  provide  valuable  assistance  to  urban  regions. 
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yet  this  assistance  is  marginal  when  compared  with  the  potential  assistance  the  program  could 
provide  were  it  realigned  to  assist  urban  communities. 

EDA  planning  assistance,  which  is  needed  in  urban  as  well  as  rural  places,  has  greatly 
favored  rural  regions  since  the  program's  inception.  The  total  EDA  planning  funds  spent  in 
rural  regions  from  1966  to  1993  are  over  $278  million,  while  the  total  spent  in  urban  regions 
during  that  same  time  is  a  mere  $68  million  (see  Graph  11). 

In  addition  to  being  a  misuse  of  potential  urban  assistance,  the  EDA  budget  does  not 
represent  the  distribution  of  the  US  population.  While  the  portion  of  the  EDA  budget  that  was 
spent  on  urban  regions  was  small  and  continued  to  shrink,  the  percent  of  the  total  population 
that  was  living  in  urban  areas  increased.  According  to  the  Census,  73.7%  of  the  US  population 
lived  in  urban  areas  in  1980,  and  75.2%  in  1990.  In  deed,  the  appropriation  of  obligated  funds 
between  urban  and  rural  programs  seems  backwards  when  viewed  in  light  of  the  urban  and 
rural  make  up  of  the  population. 

The  disparity  between  the  proportion  of  the  population  that  lives  in  urban  regions  and 
the  proportion  of  EDA's  budget  that  is  spent  on  urban  programs  is  severe  and  needs  to  be 
addressed.  EDA  can  provide  essential  assistance,  and  the  population  of  the  United  States  will 
best  be  served  it  that  assistance  is  provided  in  a  way  that  reflects  the  distribution  of  the  US 
population. 


The  Future  of  EDA 

The  focus  of  EDA  fijnding  throughout  the  years  has  been  primarily  in  the  area  of  public 
works.  While  infrastructure  investments  continue  to  be  an  important  element  of  a  community's 
competitive  position,  EDA  should  continue  to  broaden  its  focus  in  recognition  of  the  role  of 
technology  and  the  importance  of  human  infrastructure  in  the  new  economy.  EDA  should 
work  closely  with  other  Department  of  Commerce  agencies  such  as  the  Nationed  Institutes  of 
Standards  and  Technology  to  encourage  greater  collaboration  between  federal  laboratories  and 
private  industry  and  to  assist  the  adoption  of  new  technologies  and  the  modernization  of 
manufacturing.  The  agency  should  also  become  more  involved  in  the  grant-making  activities 
of  the  National  Telecommunications  and  Information  Administration  and  the  service  delivery 
systems  being  established  through  one-stop  export  assistance  shops  sponsored  by  the 
International  Trade  Administration  and  several  other  agencies. 

There  is  still  room  for  EDA's  traditional  approach  to  economic  development  in  some 
communities,  and  many  areas  are  benefitting  from  its  newer  focus  on  defense  adjustment  and 
disaster  assistance.  However,  there  is  still  much  on  which  the  EDA  can  impact  in  the  future. 
The  economic  development  profession  is  changing  in  terms  of  what  companies  are  looking  for 
and  the  demands  that  the  marketplace  is  placing  on  its  practitioners.  The  traditional  concerns 
of  bricks  and  mortar  financing,  incentive  programs,  and  business  attraction,  while  not 
disappearing  entirely,  are  being  joined  or  replaced  by  other  concerns  such  as  business  retention. 
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the  quality  of  jobs,  manufacturing  modernization,  and  international  trade,  as  well  as  education 
and  training.  It  is  toward  these  issues  that  the  EDA  should  be  looking  in  the  21st  Century  if 
it  is  to  be,  as  it  has  the  capability  to  be,  on  the  vanguard  of  economic  development. 

Our  urban  centers  clearly  need  as  much  attention  as  our  impoverished  rural  centers,  and 
EDA  represents  a  proven  economic  development  tool  that  our  cities  need.  Furthermore,  our 
cities  need  assistance  in  plaiming  as  well  rural  regions.  Our  urban  centers  need  to  deal  with 
transitions  in  business,  need  to  plan  for  the  industry  of  the  future  and  need  to  deal  with  the 
environmental  issues  left  behind  by  the  industries  of  the  past.  We  hope  that  EDA,  through 
Title  IX  and  Planning  grants,  can  assist  in  making  our  urban  centers  competitive  again. 

Recommendations 

For  the  past  decade,  EDA  has  operated  on  a  year-to-year  appropriation.  Such  a  mode 
of  operation  is  not  conducive  for  strategic  thinking  about  programs.  On  the  contrary,  EDA  and 
its  supporters  have  fought  to  maintain  its  existence.  Now.  with  a  more  receptive  President,  it 
is  time  to  begin  reconsidering  EDA's  role  and  to  enhance  its  effectiveness  as  a  tool  for 
promoting  economic  development  in  distressed  areas.  CUED  has  the  following 
recommendations  regarding  the  usage  and  deliver>'  of  its  current  programs  and  funds: 

/.  EDA  should  balance  its  funding  more  equally  between  urban  and  rural  projects. 

While  1  have  discussed  a  number  of  successful  EDA  projects  in  urban  areas,  it  is  still 
important  to  remember  that  EDA  continues  to  be  dominated  by  a  rural  bias.  The  economic 
dislocation  in  urban  economies  is  being  compounded  by  the  presence  of  a  large  number  of 
military  bases  and  defense  contractors  in  urban  areas.  The  EDA  has  great  potential  for 
assisting  cities  and  urban  areas  not  only  in  rebuilding  its  infrastructure  and  creating  more 
suitable  space  for  industrial  companies,  but  also  in  promoting  the  deployment  of  new 
technology  and  the  expansion  of  international  trade.  With  the  recent  creation  of  the  Rural 
Development  Administration  in  the  Department  of  Agriculture,  the  EDA  need  not  concentrate 
so  specifically  on  rural  development  as  it  has  in  the  past.  It  is  CUED's  position  that  the  rural- 
urban  allocation  of  EDA  funding  should  correspond  more  closely  with  the  needs  of  distressed 
areas  whether  urban  or  rural  and  that  should  be  more  closely  aligned  with  the  proportion  of 
rural-urban  population  in  the  U.S.  We  believe  that  EDA  can  be  fashioned  to  provide  a 
program  that  balances  the  demands  of  urban  and  rural  constituencies  while  achieving  greater 
public  benefits,  and  CUED  and  its  members  are  ready  to  help  EDA  in  designing  a  more  active 
role  for  the  agency  in  urbanized  areas.  This  would  include  re-orienting  all  of  the  field  staff 
toward  urban  issues. 

2.  EDA    grant    approval   procedures    should   be    streamlined    and   shortened:    better 

coordination  is  needed  for  greater  effectiveness  of  its  programs. 

A  number  of  members  have  commented  to  CUED  about  burdensome  regulations 
surrounding   some  of  EDA's  programs,  as  well  as  the  fi-agmentation   of  EDA's  and  the 
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Department  of  Commerce's  programs  in  general.  It  would  be  tm  important  service  to  entities 
that  use  the  EDA's  programs  if  DOC  programs  were  somehow  linked  and  the  EDA  would 
assist  these  entities  in  organizing  and  preparing  for  the  myriad  of  other  Commerce  and 
Commerce-linked  programs,  such  as  the  Technology  Reinvestment  Project  that  includes  the 
National  Institute  of  Standards  and  Technology.  Mjmy  members  decried  the  increasing 
fragmentation  of  economic  development  programs  and  called  for  a  more  comprehensive  federal 
approach. 

This  same  issue  is  true  on  a  government-wide  scale;  there  needs  to  be  a  reordering  of 
priorities  to  support  economic  development  and  to  enhance  the  competitiveness  of  localities, 
regions  and  the  nation.  Through  EDA,  the  Small  Business  Administration,  the  Department  of 
Housing  and  Urban  Development  and  other  departments  and  agencies,  programs  exist  which, 
if  reasonably  funded  and  properly  coordinated,  can  help  communities  to  improve  their 
economies  and  create  jobs  for  their  people,  including  those  in  urban  areas  and  central  cities. 
This  point  was  raised  in  Vice  President  Al  Gore's  "Creating  a  Government  that  Works  Better 
and  Costs  Less."  He  even  called  for  a  multi-agency  federal  coordinating  council  for  economic 
development.  We  heartily  endorse  the  idea  and  believe  that  EDA  could  be  an  important 
component  of  such  a  coordinated  federal  effort. 

EDA's  research  has  been  important  for  helping  communities  to  understand  the  changes  that  are 
taking  place  in  the  economy  and  to  adjust  to  the  new  realities.  EDA  research  and  technical 
assistance  funds  have  resulted  in  many  creative  initiatives  at  the  local  and  regional  levels. 
These  efforts  should  be  expanded  and  used  in  order  to  meed  the  needs  of  a  changing  economy 
in  many  areas  of  the  country.  For  instance,  public  works  monies,  consistently  used  for 
traditional  infrastructure,  should  be  expanded  to  include  industries  and  technologies  of  the 
future,  including  the  telecommunications,  or  information  superhighway,  infrastructure.  Perhaps 
the  EDA  should  also  expand  its  revolving  loan  fund  program  to  allow  funds  to  be  used  for 
seed  capital  and  equity  investments.  Both  of  these  vary  valuable  programs  would  improve 
through  the  ujxiating  of  their  regulations. 

Conclusion 

In  conclusion,  1  suppwrt  the  continuation  of  the  US  Economic  Development 
Administration  through  reauthorization  legislation  that  would  give  it  permanence  and  the  ability 
to  develop  long-term  policies  and  a  strong  programmatic  fociis.  The  work  that  EDA  has  been 
doing  is  important  to  many  distressed  communities  and  regions  around  the  country  and 
particularly  so  as  this  nation  competes  in  global  markets.  EDA  can  also  help  local 
communities  better  equip  themselves  to  understanding  the  challenges  they  face  and  to  leverage 
local  and  private  resources  to  meet  those  challenges. 

Mr.  Chjiirman,  thank  you  for  inviting  CUED  to  comment  on  the  importaiKC  of  the 
Economic  Development  Administration. 
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Thank  you,  Mr.  Chairman,  and  members  of  the  Committee.  My  name  is  Thomas  McClure.  For  the  past  nine  years,  I 
have  been  Director  of  the  EDA  University  Center  at  Western  Carolina  University,  serving  the  28  westernmost  counties 
of  North  Carolina. 

I  am  also  the  President  of  the  National  Association  of  Management  and  Technical  Assistance  Centers  (NAMTAC)  and 
the  spokesperson  for  the  EDA  University  Center  Division  of  NAMTAC,  which  is  composed  of  most  of  the  64  EDA 
Centers.  I  speak  on  behalf  of  the  reauthorization  of  the  Economic  Development  Act,  and  particularly  on  funding 
support  for  the  EDA's  nationwide  University  Center  program. 

NAMTAC  is  an  umbrella  organization  composed  mainly  of  university-  and  college-affiliated  centers.  The 
organization's  mission  is  to  assist  in  the  transfer  of  academic-based  information,  research,  and  technology  to 
communities  and  businesses  in  furtherance  of  economic  development  and  industrial  competitiveness.  Our  member 
institutions  provide  assistance  with  management,  technology,  and  community  economic  development  programs. 

OVERVIEW  OF  THE  EDA  UNIVERSITY  CENTER  PROGRAM 

Funded  under  the  U.S.  Department  of  Commerce  Economic  Development  Administration  (with  matching  funds 
supplied  by  slate,  local  and/or  private  resources),  EDA  University  Centers  provide  high  value  economic  development 
and  technology  transfer  services  to  urban  and  rural  communities  and  businesses.  The  EDA  University  Center 
program  is  unique  because  it  stands  as  the  primary  bridge  between  business  and  the  critical  technologies,  research  and 
expertise  of  American  colleges  and  universities. 

There  is  no  "typical"  or  prototype  EDA  University  Center.  Each  Center  carves  out  its  own  niche  to  address  the 
unique  needs  of  the  communities  and  businesses  it  serves.  EDA  Centers,  like  the  Center  I  serve  in  western  North 
Carolina,  may  serve  sparsely  populated  rural  areas;  or  they  may  be  located  in  our  most  densely  populated 
metropolitan  areas.  Although  each  Center  is  unique,  there  are  some  common  characteristics:   First,  they  usually 
provide  direct  one-to-one  advice  and  counsel  to  entrepreneurs.  Second,  they  help  communities  build  the  human, 
capital,  and  physical  infrastructure  -or  capacity-  to  support  and  encourage  economic  development.  Third,  they  serve 
as  the  catalyst  to  leverage  university  and  community  brainpower  and  financial  resources  to  increase  the  economic 
wealth  and  overall  welfare  of  the  region  through  the  creation  and  enhancement  of  jobs. 

REOUEST  FOR  THE  UNIVERSITY  CENTER  PROGRAM  UNDER  THE 
REAUTHORIZATION  OF  THE  ECONOMIC  DEVELOPMENT  ACT 

In  1984,  the  majority  of  EDA  University  Centers  were  funded  at  $80,000.  In  1992,  Congress  directed  EDA  to  grant 
$130,000  to  each  University  Center,  and  regrettably,  EDA  elected  instead  to  fund  most  Centers  at  $104,000.  (Between 
1984  and  1992,  Centers  were  funded  at  levels  within  a  range  of  $40,000  to  $100,000.) 

Obviously  the  Centers  have  faced  a  shortfall  simply  due  to  the  cost  of  living  over  this  time  period.  We  could  also  do  a 
more  rational  job  of  program  planning  if  we  had  a  predictable  base  level  of  funding  from  year  to  year.  Further,  we 
could  effect  greater  positive  changes  for  businesses  and  communities  with  additional  funding  to  leverage  each  Center's 
scarce  resources. 

Each  Center's  geographic  and  demographic  service  area  is  vast  and  each  Center's  demand  for  services  has  never  been 
greater.  We  (the  EDA  Centers,  the  Economic  Development  Administration,  and  Congress)  need  to  seriously  address 
these  concerns!  Therefore,  NAMTAC  has  set  out  its  funding  request  for  FY  '95  and  the  following  three  fiscal  years  to 
be  included  in  the  reauthorization  of  the  Economic  Development  Act.  Our  authorization  request  also  covers  elements 
that  we  believe  will  improve  the  program. 

To  restore  diminished  funding  and  to  meet  client  demand,  beginning  October  I,  1994  (FY  '95),  a  $140,000  annual 
funding  level  for  each  of  the  64  existing  University  Centers  is  being  requested  from  the  appropriation  committees.  We 
have  also  requested  an  additional  $500,000  annual  allocation  to  institute  a  peer  review-based  quality  evaluation 
program.  The  total  budget  request  for  FY  '95  is  $10,895  million. 
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The  EDA  University  Center  directors  recognize  peer  review  as  a  critical  need  whicli  will  serve  to  strengthen  the  EDA 
Centers.  We  are  committed  to  implementing  such  a  plan  within  whatever  level  of  funding  we  receive.  We  foresee 
establishing  peer  review  teams  similar  to  those  which  are  used  by  Small  Business  Development  Centers,  a  Small 
Business  Administration  sponsored  program.  These  peer  review  teams,  composed  of  an  F.DA  representative  and  two 
Center  directors  from  other  regions  would  conduct  site  visits  to  evaluate  the  operations  of  our  sister  centers  on  a 
biennial  basis. 

The  64  EDA  University  Centers  in  place  today  are  doing  vitally  important  work  with  an  extremely  low  budget. 
However,  there  are  six  states  that  do  not  have  an  EDA  Center.  It  is  critically  important  for  legislation  that 
reauthorizes  EDA  to  include  language  to  provide  for  additional  centers  so  that  ever>'  state  can  have  at  least  one  center 
with  larger  states  having  two  or  three.  We  hope  that  Congress  and  the  Economic  Development  Administration  will 
adopt  a  Four  Year  Plan,  which  will  call  for  the  addition  of  four  new  centers  in  each  of  the  next  four  years,  and  will 
establish  a  pattern  of  reasonable  annual  increases  in  funding. 

The  EDA  University  Center  Program  deserves  to  be  supported  at  least  at  the  levels  proposed.  Just  as  importantly,  the 
Center  Directors  need  to  know  what  to  expect  in  the  way  of  federal  support  that  they  can  count  on  from  year  to  year. 
The  Centers  use  their  base  level  of  federal  funding  to  leverage  state,  local  and  private  dollars  in  a  multiplier  model; 
however,  when  the  federal  share  goes  down,  a  similar  negative  multiplier  is  generated. 

Assuming  that  the  FY  '95  appropriation  will  provide  for  base  level  funding  of  S140,000  per  Center,  we  suggest  that 
this  level  be  increased  by  an  additional  $20,000  per  Center  in  each  of  the  three  Tiscal  years  '95,  '96  and  '97,  then  held  at 
S200,000. 

EDA  UNIVERSITY  CENTER  PROGRAM 
THREE  YEAR  PROJECTION 


NUMBER  OF 
CENTERS  X 

FUNDING  LEVELS  + 

PEER  REVIEW  = 

1 

TOTAL 

BUDGET 

FY  '95 

68 

$140,000 

$300,000 

$  9,820,000 

FY  '96 

72 

$160,000 

$330,000 

$11,850,000 

FY  '97 

76 

$180,000 

$360,000 

$14,040,000 

FY    98 

80 

$200,000 

$390,000 

$16,390,000 

Our  request  represents  a  small  investment  of  federal  funds  for  a  program  that  exhibits  a  ver>  strong  positive  impact 
on  America's  businesses,  industries,  and  communities.  The  investment  would  be  enhanced  by  our  ability  to  leverage 
several  times  the  amount  of  program  dollars. 

ACCOMPLI.SHMENTS  OF  EDA  UNIVERSITY  CENTERS 


EDA  University  Centers  nationwide  have  specific  technological  and  economic  development  assistance  delivery  systems 
already  in  place  which  can  serve  as  a  key  component  for  future  industrial  extension  efforts.  These  technical  assistance 
and  economic  development  programs  have  successfully  operated  nationwide  for  over  20  years.  The  wealth  of 
experience  over  this  time  frame  has  permitted  the  Centers  to  make  numerous  positive  contributions  to  their 
communities  and  businesses.  The  EDA  University  Centers  maintain  close  and  regular  contact  with  their 
constituencies  in  order  to  ascertain  and  meet  their  changing  needs.  The  Centers  not  only  helped  to  render  technical 
assistance,  but  also:  created  industry  networks;  assisted  in  providing  vital  economic  and  demographic  information; 
developed  capital  pools  for  business  formation;  helped  impkment  industry  cooperatives;  and  initiated  numerous  other 
projects.  The  Centers'  unique  role  of  linking  higher  education,  businesses  and  communities  provides  a  foundation 
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upon  which  University  Centers  can  play  a  crucial  role  in  enhancing  new  iadvstrhri  exteasion  service  eflbrts. 
The  following  are  examples  of  the  range  of  activities  the  EDA  University  Centers  undertake: 

•  The  University  Center  for  Economic  Diversification  at  the  University  of  Michigan  is  helping 
communities  that  are  facing  major  manufacturing  plant  closures,  major  job  losses  and  economic 
distress.  General  Motors  has  announced  plans  to  close  plants  in  six  Michigan  communities  by  199S, 
impacting  18,200  jobs.  The  University  of  Michigan  EDA  Center  is  coordinating  activities  to  help 
communities  begin  to  recover  from  these  sudden  and  severe  economic  dislocations. 

Michigan  will  also  be  impacted  by  the  imminent  closure  of  the  Wurtsmith  Air  Force  Base. 
Historically,  the  Base  has  been  responsible  for  an  estimated  $145  million  annual  economic  impact  in 
an  area  with  traditionally  high  unemployment.  The  University  of  Michigan's  EDA  Center  has 
worked  with  community  and  political  leadership  to  devise  a  plan  to  convert  the  Base  housiag  into  a 
retirement  community  catering  to  military,  government,  and  corporate  retirees. 

•  The  Pennsylvania  State  University  EDA  Center,  known  as  the  Pennsylvania  Technical  Assistance 
Program  (PENNTAP),  helped  a  client  with  an  idea.  The  client  was  the  president,  and  only  employee, 
of  his  company,  and  was  working  full-time  for  another  company.  The  client  had  developed  a 
technologically-advanced  process  for  improving  the  performance  of  cutting  tools.  However,  he 
needed  assistance  in  (1)  laboratory  testing,  (2)  field  testing,  (3)  obtaining  a  patent,  and  (4)  obtaining 
the  necessary  start  up  capital.  PENNTAP  coordinated  all  of  these  activities.  The  Center's  efforts 
involved  working  with  several  other  agencies.  By  June,  1992,  this  one-man  company  had  penetrated 
the  Pittsburgh  market,  created  three  new  jobs,  served  43  customers  with  sales  exceeding  $10,000  a 
month,  and  experienced  a  sales  growth  rate  of  25  percent  per  month  over  the  second  quarter  of 
operation. 

•  The  EDA  University  Center  at  Eastern  Kentucky  University  fostered  the  development  of  a  secondary 
wood  manufacturers  network  by  creating  numerous  seminars  and  workshops,  and  by  rendering 
technical  assistance  to  numerous  individual  companies  within  this  industry.  The  net  job  creation  of 
these  activities  resulted  in  over  100  new  jobs  for  eastern  Kentucky. 

•  The  Washington  State  University  EDA  Center  is  helping  the  Confederated  Tribes  of  the  Colville 
Reservation  by  providing  management  and  technical  advice  in  all  aspects  of  tribal  business  affairs. 
The  EDA  Center  worked  hand-in-hand  with  the  Colville  Tribal  Enterprise  Corporation,  the  Bureau 
of  Indian  Affairs,  the  Soil  Conservation  Service,  and  the  WSU  College  of  Agriculture. 

•  The  Arkansas  State  University  Center  serves  an  economically  depressed  rural  regioa  of  the 
Mississippi  delta.  This  EDA  University  Center  has  developed  a  nine-month  Regional  Leadership 
Development  Program  to  focus  on  economic  and  community  development  and  to  promote 
cooperation  among  neighboring  small  towns  and  counties.  The  Arkansas  State  program  has  been 
offered  to  six  diverse  groups,  representing  149  people  from  35  towns  and  14  counties.  The  program 
has  been  described  as  "Showing  us  how  to  develop  a  new  kind  of  leader  for  rural  America;  one  that 
can  effectively  lead  appropriate  local  development,  with  the  added  values  of  a  regional  perspective 
and  a  unique  network  of  regional  resources  to  tap  for  help." 

•  I  am  particHlarly  impressed  with  the  number  of  leaders  served,  because  we  at  Western  Carolina  just 
recently  completed  the  first  cycle  of  a  similar  program,  graduating  38  leaders  representing  17 
counties.  The  Western  Carolina  University  EDA  Center  has  a  fairly  unique  twist  in  our  leadership 
program:  we  strongly  encourage  the  participants  to  engage  in  a  hands-on  postgraduate  project,  in 
which  they  put  the  principles  and  skills  they  have  learned  to  practical  use  in  a  regional  economic 
development  project  of  the  graduates'  design.  Our  graduates  are  currently  engaged  in  a  campaign  to 
improve  the  workforce  preparedness  of  the  region  through  improving  the  education  and  training 
delivery  systems. 
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•  Western  Carolina  University's  EDA  University  Center  helped  organize  the  Mountain  Commercial 

Lending  Consortium  -  an  organization  comprised  of  individual  banks  which  pledged  a  total  of 
$1,000,000  to  make  loans  to  small  businesses  that  cannot  satisfy  conventional  underwriting  standards. 

CONCLUSION 

Let  me  say  that  today's  American  taxpayer  realizes,  more  than  ever,  the  importance  of  the  federal  government  not  to 
duplicate  efforts  or  spend  money  unwisely.  Our  citizens  don't  want  the  wheel  reinvented.  Because  of  the  University 
Centers'  strong,  positive  impact  on  jobs  within  their  jurisdiction,  it  makes  economic  sense  to  support  an  expanded 
EDA  University  Center  Program.  The  Centers  already  have  the  people  in  place;  the  programs  are  effectively 
operating;  the  valuable  resources  of  their  Universities  are  linked  and  leveraged;  and  the  connections  to  the  business 
community  and  other  key  government  agencies  are  established  and  working.  Therefore,  the  EDA  University  Center 
programs  augment  existing  activities,  whereas  new  programs  must  struggle  to  get  up  to  speed  before  service  can  be 
provided.  The  amount  of  money  requested  for  the  next  four  years  for  the  University  Center  program  is  extremely 
modest  by  federal  standards,  yet  the  investment  will  provide  a  high  rate  of  return  in  terms  of  helping  to  ensure  a 
strong,  globally  competitive  economy  and  positively  impact  job  creation  and  economic  growth. 
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August    12,    1994 

Paul   Chimes 
Documents   Clerk 
Senate   Dirksen   456 
Washington,  DC  20510 

Dear  Mr.  Chimes: 

Please  enter  the  enclosed   letter  into  the  hearing 
record   of  yesterday's   Senate   Environment   and   Public 
Works   Committee   hearing   on   the  Economic   Development 
Administration    reauthorization. 

Thank  you   for  your  assistance. 

Sincerely, 


Jim    Bridgman 
Research    Analyst 


ECD 


1828  Jefferson  Place,  NW,  Washington,  DC  20036  .Tel:  202-728-0815  •  Fax:  202-728-0826 
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August  11,  1994 
Dear  Chainnan  Baucus: 

The  Commerce  Department's  Economic  Development  Administration  (EDA)  has  long  been 
the  lead  federal  agency  charged  with  promoting  regional  economic  development  and  job  creation  in 
distressed  communities.  Recently,  the  House  overwhelmingly  endorsed  an  EDA  reauthorization 
bill  that  would  help  the  agency  retain  its  capability  to  support  employment  generating  economic 
development  initiatives  at  a  time  when  the  economy  must  cope  with  defense  cutbacks,  trade  and 
environmental  concerns.  The  Senate  Environmental  and  Public  Works  Committee  slwuld  endorse  a 
comparable  EDA  reauthorization  bill  this  year.  While  S.  2257  contains  several  useful  reform 
provisions,  we  call  on  the  Comminee  to  add  the  following  points  contained  in  the  House  bill: 

'Create  an  Office  of  Economic  Development  Information.  This  office  would  build  on  the 
existing  Office  of  Economic  Conversion  Information  to  provide  a  single  source  of 
information  to  defense  dependent  workers,  communities  and  businesses  seeking  federal 
conversion  assistance.  The  new  office  would  provide  comparable  information  on  the 
federal  government's  economic  development,  adjustment,  conversion,  and  industrial 
retention  programs  to  encourage  timely  access  to  these  resources. 

'Permit  EDA  to  continue  assisting  defense  dependent  businesses  and  communities  seeking 
civilian  alternatives.  The  Senate  would  limit  aid  to  projects  responding  solely  to  military 
base  closures  and  realignments.  We  call  on  the  Senate  not  to  narrow  EDA's  mission. 

•Create  a  new  Office  of  Strategic  Economic  Development  Planning  and  Policy  within  EDA 
to  promote  a  coherent  federal  economic  development  effort.  The  House  would  have  the 
Office  coordinate  an  ongoing  effort  through  a  Federal  Coordinating  Council  for  Economic 
Development.  The  Senate  would  create  the  Council  for  one  year.  The  Office  should  have 
statutory  responsibility  for  coordinating  federal  economic  development  effons  to  meet  long 
term  challenges  through  the  Council,  as  called  for  by  the  House. 

'Create  opportunities  for  nonprofits  to  apply  for  EDA  funds.  Opening  up  the  application 
process  would  be  a  cost  effective  way  to  improve  delivery  of  services  by  allowing  the 
participation  of  other  organizations  with  appropriate  expenise.  The  Senate  should  give 
private  nonprofits  equal  standing  to  seek  title  IX  funds,  especially  for  conversion. 

'Expand  EDA's  mission  to  include  industrial  retention.  While  we  strongly  suppon  EDA's 
traditional  work,  investing  resources  to  save  existing  businesses  and  jobs  can  be  an 
extremely  cost  effective  approach  to  insure  the  well  being  of  many  communities. 

•EDA  should  study  whether  innovative  economic  development  financing  tools,  including 
loan  guarantees  and  equity  financing,  could  promote  economic  development. 

'Provide  adequate  EDA  funding,  by  authorizing  $100  million  for  civilian  work,  and  the 
administration's  $140  million  request  for  conversion. 

The  Economic  Development  Administration  must  continue  to  promote  economic  growth 
and  job  creation.  However,  with  defense  cutbacks,  trade  and  environment  concerns,  EDA  needs  to 
be  reformed  and  revitalized.  The  Senate  should  pass  a  reauthorization  bill  this  year  containing  these 
points  so  that  EDA  can  more  effectively  lead  the  federal  economic  development  effort 

Sincerely, 

Americans  for  Democratic  Action 
Arkansas  Enterprise  Group 
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California  Peace  Action 

Center  for  Economic  Conversion 

Church  of  the  Brethren,  Washington  Office 

Coastal  Enterprises  Inc. 

Community  Coahtion  for  Economic  Conversion  (CT) 

Community  Reinvestment  Fund 

Council  for  a  Livable  Worid 

Council  on  Economic  Priorities 

Deleware  Valley  Peace  Action 

Economic  Conversion  Project  of  Maine 

Federation  of  American  Scientists 

First  Nation's  Development  Institute 

Friends  Committee  on  National  Legislation 

Kentucky  Highlands  Investment  Coiporation 

Massachusetts  Peace  Action 

Military  Toxics  Project 

Minnesota  Jobs  With  Peace 

Mountain  Association  for  Community  Economic  Development 

National  Commission  for  Economic  Conversion  and  Disarmament 

National  Congress  for  Community  Economic  Development 

National  Rural  Development  and  Finance  Corporation 

NETWORK:  A  National  Catholic  Social  Justice  Lobby 

New  Community  Corporation 

New  Jersey  Peace  Action 

Northem  Economic  Initiatives  Corporation 

Office  for  Church  in  Society;  United  Church  of  Christ 

Pacific  Studies  Center 

Peace  Action 

Physicians  for  Social  Responsibility 

Project  on  Demilitarization  and  Democracy 

Saferworld 

Sl  Louis  Economic  Conversion  Project 

Silicon  Valley  Toxics  Coalition 

20/20  Vision  National  Project 

Trust  for  Community  Development 

Unitarian  Universalist  Association,  Washington  Office 

Washington  D.C.  Veterans  for  Peace 

Workplace  Economic  Conversion  Action  Network 

Women's  Action  for  New  Directions 


96 


103d  congress 
2d  Session 


S.  2257 


To  amend  the  Public  Works  and  Economic  Development  Act  of  1965  to 
reauthorize  economic  development  programs,  and  for  other  purposes. 


IN  THE  SENATE  OF  THE  UNITED  STATES 

JUXE  30  (legislative  day,  JUXE  7),  1994 

Mr.   Baucus   (for  himself,   Mr.   DUREXBERGER,   Mr.   MITCHELL,   Mr.   MOY- 

KIHAN,  Mr.  Mathews,  Mr.  Cohen,  Mr.  Pryor,  Mr.  Bixganlvn,  Mrs. 

Boxer,  and  Mr.  Dorgan)  introduced  the  following  bill;  which  was  read 

twice  and  referred  to  the  Committee  on  Environment  and  Public  Works 


A  BILL 

To  amend  the  Public  Works  and  Economic  Development 
Act  of  1965  to  reauthorize  economic  development  pro- 
grams, and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  SECTION  1.  SHORT  TITLE;  TABLE  OF  CONTENTS. 

4  (a)  Short  Title. — This  Act  may  be  cited  as  the 

5  "Economic  Development  Reauthorization  Act  of  1994". 

6  (b)  Table  of  Contei<its. — The  table  of  contents  for 

7  this  Act  is  as  follows: 

Sw.    1.   Short  title;  table  of  conti'nts. 
Soc.  2.   Direct  and  supplemontan-  (jjants. 
Sec.   3.  Grants  for  piil)lif'  works  facilities. 
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Sec.   4.  Repeal  of  financial  assistance  for  sewer  facilities. 

Sec.   5.   Relationship  of  overall  economic  development  plan  to  public  works  and 

development  facility  loans. 
Sec.   6.   Elimination  of  overall  economic  development  program. 
Sec.  7.  Redevelopment  area  loan  program. 
Sec.  8.  Technical  assistance,  research,  and  information. 
Sec.   9.   Business  outreach  center  demonstration  project. 
Sec.   10.  Office  of  Strategic  Economic  Development  Planning  and  Policy. 
Sec.   11.  Authorization  of  appropriations  for  technical  assistance,  research,  and 

information. 
Sec.   12.  Redevelopment  areas. 
Sec.   13.  Annual  review. 
Sec.   14.  Economic  development  districts. 
Sec.   15.  Applications  for  assistance. 
Sec.   16.   Performance  evaluations  of  grant  recipients. 
Sec.   17.  Transfer  of  funds. 
Sec.   18.  Extension  of  benefits. 
Sec.   19.  Supen-ision  of  Regional  Counsels. 
Sec.  20.  Purpose. 

Sec.  21.  Base  closings  and  realignments. 
Sec.  22.  Outreach     to     communities     adversely     affected     by     closures     and 

realignments  of  militarj-  installations. 
Sec.  23.  Treatment  of  revolving  loan  funds. 
Sec.  24.  Sale  of  financial  instruments  in  revoUing  loan  funds. 
Sec.  25.  Special  economic  development  and  ac^ustment  assistance. 
Sec.  26.  Compliance  with  Buy  American  Act. 

1  SEC.  2.  DIRECT  AND  SUPPLEMENTARY  GRANTS. 

2  (a)  Direct  Grants. — Section  101(a)(1)  of  the  Pub- 

3  lie  Works  and  Economic  Development  Act  of  1965  (42 

4  U.S.C.  3131(a)(1))  is  amended— 

5  (1)  in  the  matter  preceding  subparagraph  (A), 

6  by  striking  "acquisition,  construction"  and  inserting 

7  "acquisition,  design,  engineering,  construction"; 

8  (2)  by  striking  subparagraph  (C)  and  inserting 

9  the  follo^\^ng  new  subparagraph: 

10  "(C)  the  area  for  which  the  project  is  to  be 

11  undertaken  has  an  approved  overall  economic 

12  development  plan  as  provided  in   section   402 
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1  and  such  project  is  consistent  with  such  plan; 

2  and";  and 

3  (3)  in  subparagraph  (D) — 

4  (A)  by  striking  "so  designated  under  sec- 

5  tion   401(a)(6),"    and   inserting   "described   in 

6  section  401(a)(7),";  and 

7  (B)    by    striking    "area."    and    inserting 

8  "area;  and". 

9  (b)      Considerations      for      Supplementary 

10  Grants. — Section  101  (c)  of  such  Act  is  amended — 

11  (1)  in  the  second  and  third  sentences,  by  strik- 

12  ing  "designated  as  such  under  section  401(a)(6)  of 

13  this    Act."    and    inserting    "described    in    section 

14  401(a)(7).";  and 

15  (2)  in  the  last  sentence — 

16  (A)  by  striking  "the  area,  the"  and  insert- 

17  ing  "the  area  and  the";  and 

18  (B)  by  striking  ",  and  the  amount  of  such" 

19  and  all  that  follows  and  inserting  a  period. 

20  SEC.  3.  GRANTS  FOR  PUBUC  WORKS  FACILITIES. 

21  Section  105  of  the  Public  Works  and  Economic  De- 

22  velopment  Act  of  1965  (42  U.S.C.  3135)  is  amended  to 

23  read  as  follows: 
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1  "SEC.  105.  AUTHORIZATION  OF  APPROPRIATIONS. 

2  "There  are  authorized  to  be  appropriated  to  carrj'  out 

3  this   title   $175,000,000   for  each   of  fiscal  years    1995 

4  through  1997.  Such  sums  shall  remain  available  until  ex- 

5  pended.  Not  less  than  15  percent  and  not  more  than  35 

6  percent  of  the  amounts  appropriated  for  any  of  fiscal  years 

7  1995  through  1997  under  this  section  shall  be  expended 

8  in  redevelopment  areas  described  in  section  401(a)(7).". 

9  SEC.  4.  REPEAL  OF  FINANCIAL  ASSISTANCE  FOR  SEWER 

10  FACILITIES. 

1 1  (a)  In  General. — Title  I  of  the  Public  Works  and 

12  Economic  Development  Act  of  1965  (42  U.S.C.  3131- 

13  3137)  is  amended— 

14  (1)  by  repealing  section  106; 

15  (2)  by  redesignating  section  107  as  section  104; 

16  and 

17  (3)  by  moving  such  section  104  to  appear  after 

18  section  103. 

19  (b)  Conforming  Amendment. — Section  211(b)(3) 

20  of  the  Appalachian  Regional  Development  Act  of  1965  (40 

21  U.S.C.  App.  211(b)(3))  is  amended  in  the  last  sentence 

22  by    striking    "XotA\ithstanding"    and    all    that    follows 

23  through  "education-related"  and  inserting  "An  education- 

24  related". 
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1  SEC.  5.  RELATIONSHIP  OF  OVERALL  ECONOMIC  DEVELOP- 

2  MENT  PLAN  TO  PUBUC  WORKS  AND  DEVEL- 

3  OPMENT  FACILITY  LOANS. 

4  Section  201(a)  of  the  Public  Works  and  Economic 

5  Development  Act  of  1965  (42  U.S.C.  3141(a))  is  amended 

6  by  striking  paragraph  (5)  and  inserting  the  following  new 

7  paragraph: 

8  "(5)   such   area  has   an   approved  overall   eco- 

9  nomic  development  plan  as  provided  in  section  402 

10  and   the   project   for  which    financial    assistance   is 

11  sought  is  consistent  \\ith  such  plan.". 

12  SEC.  6.  ELIMINATION  OF  OVERALL  ECONOMIC  DEVELOP- 

13  MENT  PROGRAM. 

14  Section  202(b)  of  the  Public  Works  and  Economic 

15  Development  Act  of  1965  (42  U.S.C.  3142(b))  is  amend- 

16  ed— 

17  (1)  in  paragraph  (1),  by  striking  "Such  finan- 

18  cial  assi.stance  shall  not  be  extended"  and  inserting 

19  "The  applicant  for  such  financial  assistance  shall  in- 

20  elude,  in  the  application  of  the  applicant  for  such  as- 

21  sistance,  an  assurance  that  the  assistance  will  not  be 

22  used";  and 

23  (2)  in  paragraph  (10),  by  striking  "there  shall 

24  be  submitted  to  and  approval  of  the  Secretary'  an 

25  overall  program  for  the  economic  development  of  the 

26  area  and"  and  inserting  "the  applicant  shall  submit 

•S  22S7  IS 


101 

6 

1  to  the  Secretary  under  section  402,  and  obtain  ap- 

2  proval  of,  an  overall  economic  development  plan  and 

3  there  is". 

4  SEC.  7.  REDEVELOPMENT  AREA  LOAN  PROGRAM. 

5  (a)    In   General. — Section   204(a)    of  the   Public 

6  Works   and   Economic    Development   Act   of   1965    (42 

7  U.S.C.  3144(a))  is  amended  by  striking  the  last  two  sen- 

8  tences. 

9  (b)  Conforming  Amendments. — 

10  (1)   Section  2  of  the  Act  entitled  "An  Act  to 

1 1  amend  the  Public  Works  and  Economic  Development 

12  Act  of  1965  to  extend  the  authorizations  for  title  I 

13  through    TV  through   fiscal   year    1971",    approved 

14  July  6,  1970  (42  U.S.C.  3162  note)  is  repealed. 

15  (2)  Section  6  of  the  Act  entitled  "An  Act  to 

16  amend  the  Public  Works  and  Economic  Development 

17  Act  of  1965  to  extend  the  authorizations  for  a  one- 

18  year  period",  approved  June   18,   1973   (42  U.S.C. 

19  3162  note)  is  amended — 

20  (A)   in   subsection   (a),   by  striking  "(a)"; 

21  and 

22  (B)  by  striking  subsection  (b). 
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1  SEC.  8.  TECHNICAL  ASSISTANCE,  RESEARCH,  AND  INFOR- 

2  MATION. 

3  Section  301(a)(1)  of  the  Public  Works  and  Economic 

4  Development   Act   of   1965    (42    U.S.C.    3151(a)(1))    is 

5  amended  by  striking  "areas  which  he  has  designated  as 

6  redevelopment  areas  under  this  Act,"  and  inserting  "rede- 

7  velopment  areas,". 

8  SEC.   9.   BUSINESS   OUTREACH   CENTER   DEMONSTRATION 

9  PROJECT. 

10  Section  303  of  the  Public  Works  and  Economic  De- 

11  velopment  Act  of  1965  (42  U.S.C.  3152)  is  amended  to 

12  read  as  follows: 

13  "SEC.  303.  BUSINESS  OUTREACH  CENTER  DEMONSTRATION 

14  PROJECT. 

15  "(a)  Definition. — ^As  used  in  this  section,  the  term 

16  'isolated  small  business'  means  a  small  business  that  is 

17  unable  to  effectively  access  small  business  services  pro- 

18  \ided  by  a  Federal,  State,  or  local  government  due  to  lin- 

19  giiistic,  cultural,  or  geographic  barriers,  as  determined  by 

20  the  Secretary. 

21  "(b)  Demonstration  Project. — Using  funds  made 

22  available  under  this  title,  the  Secretar}^  shall  conduct  a 

23  demonstration  project  in  each  of  fiscal  years  1994  through 

24  1996  for  the  purpose  of  demonstrating  methods  of  assist- 

25  iiig  isolated  small  businesses  to  access  small  business  serv- 

26  ices  provided  by  Federal,  State,  and  local  governments. 
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1  "(c)  Establishment  of  Centers. — In  conducting 

2  the  demonstration  project  under  this  section,   the   Sec- 

3  retary  shall  establish  3  business  outreach  centers.  At  least 

4  1  of  the  centers  shall  be  located  in  a  rural  area. 

5  "(d)  Duties  of  Centers. — Each  business  outreach 

6  center  established  under  this  section  shall — 

7  "(1)  provide  a  one-stop  clearinghouse  to  assist 

8  isolated  small  businesses  in  accessing  small  business 

9  senices  provided  by  Federal,  State,  and  local  gov- 

10  ernments;  and 

11  "(2)  improve  efficiency  in  the  deliver\'  of  such 

1 2  services. 

13  "(e)  SER\acES  To  Be  Promded. — Each  business 

14  outreach  center  established  under  this  section  shall  pro- 

15  \ide  each  of  the  following  services: 

16  "(1)  Outreach  to  isolated  small  businesses, 

17  "(2)  Assessment  of  the  need  of  isolated  small 

1 8  businesses  for  assistance  services. 

19  "(3)   Referral   of  isolated   small  businesses  to 

20  small  business  assistance  agencies. 

21  "(4)  Preparation  of  materials  required  by  iso- 

22  lated    small    businesses    for    participation    in    small 

23  business  assistance  programs. 

24  "(5)  Case  management  to  ensure  follow-up  and 

25  quality  control  of  business  services. 
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1  "(6)  Coordination  of  networking  among  isolated 

2  small  businesses. 

3  "(T)   Quality  control  of  small  business  assist- 

4  ance  services.". 

5  SEC.  10.  OFFICE  OF  STRATEGIC  ECONOMIC  DEVELOPMENT 

6  PLANNING  AND  POLICY. 

7  Title  III  of  the  Public  Works  and  Economic  Develop- 

8  ment  Act  of  1965  (42  U.S.C.  3151-3153)  is  amended  by 

9  adding  at  the  end  the  follo\\'ing  new  section: 

10  "SEC.   305.    OFFICE    OF   STRATEGIC    ECONOMIC    DEVELOP- 

1 1  MENT  PLANNING  AND  POLICY. 

12  "(a)  Establishment. — The  Secretarj^  shall  estab- 

13  lish  in  tiie  Economic  Development  Administration  an  Of- 

14  fice  of  Strategic  Economic  Development  Planning  and  Pol- 

15  icy  (referred  to  in  this  section  as  the  'Office'). 

16  "(b)  Director.— The  Office  shall  be  headed  by  a  Di- 

17  rector,  who  shall  be  appointed  by  the  Secretan*  and  who 

18  shall  report  to  the  Assistant  Secretary  for  Economic  De- 

19  velopnient. 

20  "(c)  Duties. — The  duties  of  the  Director  are  as  fol- 

21  lows: 

22  "(1)     Research,     evaluation,    and    dem- 

23  ONSTRATION  projects. — The  Director  shall  support 

24  research,  evaluation,  and  demonstration  projects  to 

25  study  and  a.ssess  best  practices  in  economic  develop- 
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1  ment  and  to  examine  trends  and  changes  in  eeo- 

2  nomic  conditions  that  affect  regional  development. 

3  The  Director  shall  conduct  a  study  of  innovative  eco- 

4  nomic  development  financing  tools  that  may  be  em- 

5  ployed  to  further  economic  development  of  States, 

6  regions,  and  localities. 

7  "(2)     POLIC\'    DE^^LOPMENT. — The    Director 

8  shall    develop    and    submit    to    the    Secretar^^    rec- 

9  ommendations  on  both  short-  and  long-term  policies 

10  regarding   economic    development    issues    and    pro- 

1 1  grams,  to  help  foster  the  diffusion  of  innovative,  best 

12  practices   in   economic  development  throughout  the 

13  Department  of  Commerce. 

14  "(d)  Federal  Coordinating  Council  for  Eco- 

15  nomic  De\'elopment. — 

16  "(1)  In  general. — There  is  established  a  Fed- 

17  erai    Coordinating   Council    for   Economic   Develop- 

18  ment  (reieiicd  to  in  this  subsection  as  the  'Coun- 

19  cil'). 

20  "(2)  Composition  of  the  council. — 

21  "(A)  In  general. — The  Council  shall  be 

22  composed  of  representatives  from  Federal  agen- 

23  cies,  appointed  by  the  heads  of  tiie  agencies,  in- 

24  volved  in  matters  that  affect  regional  economic 

25  development.  The  Secretary-  shall  determine  the 
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1  Federal  agencies  that  are  involved  in  matters 

2  that  affect  regional  economic  development. 

3  "(B)    Vacancies. — ^Any   vacancy    in    the 

4  Council  shall  not  affect  the  powers  of  the  Coun- 

5  cil,  but  shall  be  filled  in  the  same  manner  as 

6  the  original  appointment. 

7  "(3)    Duties. — The    Council    shall    assist    the 

8  Secretary'  in  providing  a  unifying  framework  for  eco- 

9  nomic  development  efforts  and  shall  develop  a  gov- 

10  ernmentA\'ide   strategic   plan    for   economic   develop- 

11  ment.  The  Council  shall  work  to  improve  coordina- 

12  tion    of   Federal    economic   development   efforts    to 

13  eliminate  duplication  and  to  direct  Federal  resources 

14  to  improve  economic  conditions. 

15  "(4)  Tra\^l  expenses. — The  members  of  the 

16  Council  shall  not  receive  compensation  for  service  on 

17  the  Council  but  shall  be  allowed  travel  expenses,  in- 

18  eluding  per  diem  in  lieu  of  subsistence,  at  rates  au- 

19  thorized  for  employees  of  agencies  under  subchapter 

20  I  of  chapter  57  of  title  5,  United  States  Code,  while 

21  away  from  the  homes  or  regular  places  of  business 

22  of  the  members  in  the  performance  of  services  for 

23  the  Council. 

24  "(5)    Facilities,    supplies,    and    person- 

25  NKL.— 
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1  "(A)  In  general. — Upon  the  request  of 

2  the  Council,  the  Secretary  shall  provide  to  the 

3  Council  any  facilities,   supplies,  and  personnel 

4  necessary  for  the  Council  to  carrv^  out  the  re- 

5  sponsibilities   of  the   Council   under   this   sub- 

6  section. 

7  "(B)  Details. — In  the  case  of  a  detail  of 

8  a   Federal   Government  employee  under  para- 

9  graph  (1),  the  employee  may  be  detailed  to  the 

10  Council  without  reimbursement.  The  detail  shall 

11  be  A\ithout  interruption  or  loss  of  civil  service 

12  status  or  privilege. 

13  "(6)  Hearings. — The  Council  may  hold  such 

14  hearings,  sit  and  act  at  such  times  and  places,  take 

15  such  testimony,   and  receive  such  evidence  as  the 

16  Council  considers  ad\isable  to  carry  out  this  sub- 

17  section. 

18  "(7)      INFORAL^TION      FROM     FEDERAL     AGEN- 

19  CIES. — The  Council  may  secure  directly  from  any 

20  Federal  department  or  agency  such  information  as 

21  the   Council   considers  necessary  to  carrj^  out  this 

22  subsection.  Upon  request  of  the  Council,  the  head  of 

23  such  department  or  agency  shall  furnish  such  infor- 

24  mation  to  the  Council. 
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1  "(8)  Postal  sermces. — The  Council  may  use 

2  the  United  States  mails  in  the  same  manner  and 

3  under  the  same  conditions  as  other  departments  and 

4  agencies  of  the  Federal  Government. 

5  "(9)  Termination. — The  Council  shall  termi- 

6  nate  1  year  after  the  date  of  the  establishment  of 

7  the  Council.". 

8  SEC.  11.  AUTHORIZATION  OF  APPROPRIATIONS  FOR  TECH- 

9  NICAL  ASSISTANCE,  RESEARCH,  AND  INFOR- 

10  MATION. 

1 1  Title  III  of  the  Public  Works  and  Economic  Dovelop- 

12  ment  Act  of  1965  (42  U.S.C.  3151-3153)  (as  amended 

13  by  section  10)  is  fin-ther  amended  by  adding  at  the  end 

14  the  follo\\ing  new  section: 

1 5  "SEC.  306.  AUTHORIZATION  OF  APPROPRIATIONS, 

16  "There  are  authorized  to  be  appropriated  to  earn-  out 

17  this   title    $50,000,000    for   each    of   fiscal   years    1995 

18  through  1997.  Such  sums  shall  remain  available  until  ex- 

19  pended.". 

20  SEC.  12.  REDEVELOPMENT  AREAS. 

21  Section  401  of  the  Public  Works  and  Economic  De- 

22  velopment  Act  of  1965  (42  U.S.C.  3161)  is  amended  to 

23  read  as  follows; 
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1  "SEC.  401.  AREA  ELIGIBILITY. 

2  "(a)  Certification. — An  applicant  seeking  assist- 

3  anee  under  this  Act  to  undertake  a  project  for  an  area 

4  shall  certify,  as  part  of  an  application  for  such  assistance, 

5  that  the  area  on  the  date  of  submission  of  such  application 

6  meets  1  or  more  of  the  following  criteria: 

7  "(1)    The   per   capita   income   of  the   area   is 

8  80  percent  or  less  of  the  per  capita  income  of  the 

9  United  States. 

10  "(2)  The  average  rate  of  unemplojnnent  in  the 

1 1  area   (seasonally  adjusted),   as   determined  by  the 

12  Secretaiy  of  Labor  for  the  most  recent  24-month  pe- 

13  riod  for  which  statistics  are  available,  minus  the  na- 

14  tional  average  rate  of  unemplovment  (seasonally  ad- 

15  justed),  as  so  determined,  is  equal  to  or  exceeds  1 

16  percent. 

17  "(3)  The  average  rate  of  unemplo}Tnent  in  the 

18  area    (seasonally  adjusted),    as   determined   by  the 

19  Secretan,^  of  Labor  for  the  most  recent  12-month  pe- 

20  riod  for  which  statistics  are  available,  minus  the  na- 

21  tional  average  rate  of  unemplo^nnent  (seasonally  ad- 

22  justed),  as  so  determined,  is  equal  to  or  exceeds  2 

23  percent. 

24  "(4)  The  area  has  experienced  or  is  about  to 

25  experience  a  sudden  economic  dislocation  resulting 

26  in  job  loss  that  is  significant  both  in  terms  of  the 
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1  number  of  jobs  eliminated  and  the  effect  on  the  rate 

2  of  iinemplo^iiient  in  the  area  (if  information  on  such 

3  rate  is  available),  as  such  rate  is  determined  by  the 

4  Secretarv'  of  Labor. 

5  "(5)  The  population  gro^^lh  rate  of  the  United 

6  States,  as  determined  by  the  Secretary  of  Commerce 

7  for    an    appropriate    period,    minus    the    population 

8  growth  rate  of  the  area,  as  so  determined,  is  equal 

9  to  or  exceeds  3  percent. 

10  "(6)  The  area  has  experienced  a  decline  in  total 

11  employment  that  is  equal  to  or  exceeds  2  percent 

12  over  the  most  recent  5-year  period  for  which  statis- 

13  tics  are  available,  as  such  employment  is  determined 

14  by  the  Secretaiy  of  Labor,  acting  through  the  Com- 

15  missioner  of  Labor  Statistics. 

16  "(7)  The  area  is  a  community  or  neighborhood 

17  (defined  ^^^thout  regard  to  political  or  other  subdivi- 

18  sions  or  boundaries)  that  the  Secretary-  determines 

19  has  1  or  more  of  the  followng  conditions: 

20  "(A)  A  large  concentration  of  low-income 

21  persons. 

22  "(B)  A  rural  area  having  substantial  out- 

23  migration  or  substantial  economic  deterioration 

24  and  unemplo\n«ent. 

25  "(C)  Substantial  unemplojinent. 
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1  "(b)  Documentation. — 

2  "(1)    Data   and   statistics. — ^A   certification 

3  made  under  subsection   (a)   shall  be  supported  by 

4  Federal  data,  if  available,  and  in  other  cases  by  data 

5  available  through  the  appropriate  State  government. 

6  The  applicant  shall  use  the  most  recent  statistics 

7  available  to  support  the  certification. 

8  "(2)   Acceptance   of   data. — The   Secretary- 

9  shall   accept   the  data  unless  the   Secretary-  deter- 

10  mines  that  the  data  are  inaccurate. 

11  "(c)  Special  Rule. — ^\Vith  respect  to  a  redevelop- 

12  ment  area  described  in  subsection  (a)(7) — 

13  "(1)  the  project  to  be  carried  out  in  the  area 

14  shall  not  be  subject  to  section  101(a)(1)(A); 

15  "(2)   the  area  shall  not  be  subject  to  section 

16  101(a)(1)(C);  and 

17  "(3)  the  area  shall  not  be  considered  to  be  a  re- 

18  development      area      for      purposes      of      section 

19  403(a)(1)(B). 

20  "(d)  Prior  Designation. — Any  designation  of  a  re- 

21  development  area  for  the  purposes  of  this  Act  that  was 

22  made  before  the  date  of  enactment  of  the  Economic  Devel- 

23  opment  Reauthorization  Act  of  1994  shall  not  be  effective 

24  after  such  date. 
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1  "(e)  Definition. — As  used  in  this  Act,  the  term  're- 

2  development  area'  means  an  area  that  is  the  subject  of 

3  a  certification  that  is — 

4  "(1)  described  in  subsection  (a);  and 

5  "(2)  submitted  by  an  apphcant  as  part  of  an 

6  apphcation  for  assistance — 

7  "(A)   that  is  described  in  subsection   (a); 

8  and 

9  "(B)  for  which  the  apphcant  obtains  the 

10  approval  of  the  Secretary.". 

1 1  SEC.  13.  ANNUAL  REVIEW. 

12  (a)  In  General.— Section  402  of  the  Public  Works 

13  and  Economic  Development  Act  of  1965  (42  U.S.C.  3162) 

14  is  amended  to  read  as  follows: 

15  "SEC.  402.  OVERALL  ECONOMIC  DEVELOPMENT  PLAN  AND 

16  INVESTMENT  STRATEGY. 

17  "(a)  OMi:RALL  Economic  De\^lopment  Plan  and 

18  In'M!:stment  Strategy. — The  Secretaiy  may  pro\ide  as- 

19  sistance  under  this  Act  to  an  applicant  for  a  project  to 

20  be  undertaken  in  an  area  only  if  the  applicant  has  pre- 

21  pared  and  submitted  to  the  Secretaiy,  and  obtained  ap- 

22  i)r()val  of,  an  overall  ccoiioniic  development  plan  or  an  iii- 

23  vestment  strategy'.  Such  an  overall  economic  development 

24  plan  or  investment  strategy'  shall — 
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1  "(1)   identify  the  economic  development  prob- 

2  lems  to  be  addressed  using  such  assistance; 

3  "(2)  identify  past,  present,  and  projected  fur- 

4  ther  economic  development  investments  in  such  area 

5  and  public  and  private  participants  and  sources  of 

6  funding  for  such  investments;  and 

7  "(3)  set  forth  a  strategy'  for  addressing  the  eco- 

8  nomie  development  problems  identified  pursuant  to 

9  paragraph   (1)   and  describe  how  the  strateg}^  will 

10  solve  such  problems. 

11  "(b)  Application  Requirements. — In  submitting 

12  an  application  for  assistance  under  title  I  or  II,  an  appli- 

13  cant  shall  describe  how  the  proposed  project  implements 

14  the  plan  or  strategy,  provide  estimates  of  costs  and  time- 

15  tables  for  completion  for  the  project,  and  pro\ide  a  sum- 

16  marA^  of  public  and  private  resources  expected  to  be  avail- 

17  able  for  the  project. 

18  "(c)  Existing  Plans  and  In^t:stment  Strate- 

19  GIES. — To  the  maximum  extent  practicable,  the  Secretary 

20  shall  approve  under  subsection  (a)  overall  economic  devel- 

21  opment  plans,   and   overall   economic   development   pro- 

22  grams,  that  were  approved  by  the  Secretar}^  under  this 

23  Act  before  the  date  of  enactment  of  the  Economic  Devel- 

24  opment  Reauthorization  Act  of  1994  and  that  substan- 

25  tially  meet  the  requirements  of  this  section. 
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1  "(d)  Definition. — As  used  in  this  Act,  the  term 

2  'economic  development  plan'  includes — 

3  "(1)  a  plan  or  prog^-am  described  in  subsection 

4  (c)  and  submitted  for  approval  under  subsection  (a); 

5  and 

6  "(2)  an  investment  strategy  submitted  for  ap- 

7  proval  under  subsection  (a)  in  lieu  of  such  a  plan.". 

8  (b)  Conforming  A:^ient)ments. — 

9  (1)  Trade  act  of  1974. — Section  273(c)(2)  of 

10  the  Trade  Act  of  1974  (19  U.S.C.  2373(c)(2))  is 

1 1  amended — 

12  (A)  by  striking  "overall  economic  develop- 

13  ment  program"  and  inserting  "overall  economic 

14  development  plan  or  investment  strategy";  and 

15  (B)  by  striking  "section  202(b)(10)"  and 

16  inserting  "section  402". 

17  (2)  Community  economic  de\^lopment  act 

18  OF  1981. — Section  626(b)(1)  of  the  Community  Eeo- 

19  nomic     Development    Act    of     1981     (42     U.S.C. 

20  9815(b)(1))  is  amended— 

21  (A)    by    striking    "Pubic"    and    inserting 

22  "Public"; 

23  (B)  by  striking  "overall  economic  develop- 

24  ment  program"  and  inserting  "overall  economic 

25  development  plan  or  investment  strategy";  and 
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1  (C)  by  striking  "section  202(b)(10)"  and 

2  inserting  "section  402". 

3  SEC.  14.  ECONOMIC  DEVELOPMENT  DISTRICTS. 

4  (a)  Relationship  to  0\^rall  Economic  De\^l- 

5  OPMENT  Plans. — Section  403  of  the  Public  Works  and 

6  Economic  Development  Act  of  1965  (42  U.S.C.  3171)  is 

7  amended — 

8  (1)      in      subsections      (a)(1)(C),      (a)(1)(D), 

9  (a)(2)(A),  (a)(3)(A),  (a)(4)(B),  (e),  and  (i)  by  strik- 

10  ing  "overall  economic  development  program"  and  in- 

11  serting  "overall  economic  development  plan"; 

12  (2)   in  subsection  (a)(1)(D),  by  striking  "pro- 

13  gram"  the  second  place  the  term  appears  and  insert- 

14  ing  "plan";  and 

15  (3)  in  subsections  (b)  and  (b)(2)(B),  by  striking 

16  "overall  economic  development  programs"   and  in- 

17  serting  "overall  economic  development  plans". 

18  (b)  Relationship  to  REDE^^ELOPMENT  Area. — 

19  Section  403(a)(4)   of  such  Act  is  amended  by  striking 

20  "(designated  under  section  401)". 

21  (c)     EcoNO^HC     De\'elopmekt     District     De- 

22  FINED. — Section  403(d)  of  such  Act  is  amended  by  adding 

23  at  the  end  the  follo\\ing  new  sentence:  "Such  term  in- 

24  eludes  any  economic  development  district  designated  by 

25  the  Secretary  under  this  section  before  the  date  of  enact- 
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1  ment  of  the  Economic  Development  Reauthorization  Act 

2  of  1994,   unless  the  Secretary  terminates  the  designa- 

3  tion.". 

4  (d)  Funding. — Section  403  of  such  Act  is  amend- 

5  ed— 

6  (1)  by  striking  subsection  (g)  and  inserting  the 

7  follo^^^ng  new  subsection: 

8  "(g)  Amounts  authorized  to  be  appropriated  under 

9  other  sections  of  this  Act  shall  be  available  for  purposes 

10  of  canydng  out  paragraphs  (3)  and  (4)  of  subsection  (a)."; 

11  (2)  by  striking  subsection  (h);  and 

12  (3)  by  redesignating  subsections  (i)  and  (j)  as 

13  subsections  (h)  and  (i),  respectively. 

1 4  SEC.  15.  APPLICATIONS  FOR  ASSISTANCE. 

15  (a)  Expedited  Processing. — Title  VI  of  the  Public 

16  Works    and    Economic    Development   Act   of   1965    (42 

17  U.S.C.  3201-3204)  is  amended  by  adding  at  the  end  the 

1 8  following  new  section: 

19  "SEC.  605.  EXPEDITED  PROCESSING  OF  APPLICATIONS. 

20  "(a)  Guidelines. — Not  later  than  60  days  after  the 

21  date  of  enactment  of  this  section,  the  Assistant  Secretary 

22  for  Economic  Development  shall — 

23  "(1)  develop  and  publish  in  the  Federal  Reg- 

24  ister  guidelines  that  establish  procedures  to  expedite 
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1  the  processing  of  applications  for  assistance  under 

2  this  Act;  and 

3  "(2)    transmit    to    the    Committee    on    Public 

4  Works  and   Transportation   of  the   House   of  Rep- 

5  resentatives  and  the  Committee  on  Environment  and 

6  Public  Works  of  the  Senate  a  report  containing  such 

7  guidelines. 

8  "(b)   Contents.— GuideHnes  to  be  developed  and 

9  published  under  subsection  (a)  shall,  at  a  minimum,  pro- 

10  \ide  for — 

11  "(1)  increased  reliance  on  self-certification  by 

12  applicants  for  such  assistance  to  establish  compli- 

13  ance  with  other  Federal  laws; 

14  "(2)  greater  use  of  uniform  application  forms 

15  and  procedures; 

16  "(3)  delegation  of  decisionmaking  authority  to 

17  regional  offices  of  the  Economic  Development  Ad- 

18  ministration;  and 

19  "(4)  reduction  in  the  time  and  number  of  re- 

20  views   conducted   by  offices   of  the   Department   of 

21  Commerce   other  than   the   Economic   Development 

22  Administration.". 

23  (b)  Uniform  Application  Form.— Title  VI  of  such 

24  Act  (as  amended  by  subsection  (a))  is  further  amended 

25  by  adding  at  the  end  the  follo\\ing  new  section: 
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1  "SEC.  606.  UNIFORM  APPUCATION  FORM. 

2  "(a)    De\TELOPMENT. — The   Secretarv-   shall,    in   eo- 

3  operation  with  the  heads  of  appropriate  Federal  depart- 

4  ments  and  agencies,  develop  a  general,  simplified  applica- 

5  tion  form  for  grant  assistance  under  this  Act  that  may 

6  be  used  by  all  Federal  departments  and  agencies  that  pro- 

7  \ide  grant  assistance. 

8  "(b)  Report. — Not  later  than  180  days  after  the 

9  date   of  enactment   of  this   section,   the   Secretar>^  shall 

10  transmit  to  Congress  a  report  on  use  of  the  form  devel- 

11  oped  pursuant  to  subsection  (a)  by  Federal  departments 

12  and  agencies.". 

13  SEC.  16.  performance  evaluations  of  grant  recipi- 

14  ents. 

15  Title  VI  of  the  Public  Works  and  Economic  Develop- 

16  ment  Act  of  1965  (42  U.S.C.  3201-3204)  (as  amended 

17  by  subsections  (a)  and  (b)  of  section  15)  is  further  amend- 

18  ed  l)y  adding  at  the  end  the  following  new  section: 

19  "SEC.   607.   PERFORMANCE   EVALUATIONS   OF   GRANT   RE- 

20  CIPIENTS. 

21  "(a)  Ix  (iE\Eii.\L. — At  lea.st  once  eveiy  2  years,  the 

22  Socretaiy  shall  conduct  an  evaluation  of  each  university 

23  center  receiving  assistance  under  title  III  (referred  to  in 

24  this  section  as  a  'university  center')  and  economic  develop- 

25  iiieiit  district  receiving  grant  assistance  uiidei-  this  Act  to 
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1  assess  the  performance  and  contribution  toward  job  cre- 

2  ation  of  the  recipient. 

3  "(b)  Criteria.— 

4  "(1)  Establishment. — The  Secretary  shall  es- 

5  tablish    criteria    for   use   in   conducting   evaluations 

6  under  subsection  (a). 

7  "(2)   Criteria  for  unr^rsity  centers. — 

8  The   criteria   for  evaluation   of  a  university  center 

9  shall,  at  a  minimum,  provide  for  an  assessment  of 

10  the  contribution  of  the  center  to  providing  technical 

1 1  assistance,  conducting  applied  research,  and  dissemi- 

12  nating  results  of  the  activities  of  the  center. 

13  "(3)  Criteria  for  economic  de\^lopment 

14  districts. — The  criteria  for  evaluation  of  an  eco- 

15  nomic  development  district  shall,  at  a  minimum,  pro- 

16  vide  for  an  assessment  of  management  standards,  fi- 

17  nancial  accountability,  and  program  performance. 

18  "(c)  Peer  Remew. — In  conducting  an  evaluation  of 

19  a  university  center  under  subsection   (a),  the  Secretary 

20  shall  provide  for  the  participation  in  the  evaluation  of  at 

21  least  1  other  university  center  on  a  cost-reimbursement 

22  basis.". 


•S  2257  IS 


120 
25 

1  SEC.  17.  TRANSFER  OF  FUNDS. 

2  Section  708  of  the  Public  Works  and  Economic  De- 

3  velopment  Act  of  1965  (42  U.S.C.  3218)  is  amended  by 

4  adding  at  the  end  the  following  new  subsection: 

5  "(d)  Notwithstanding  any  other  provision  of  law,  the 

6  Secretarv'  may  accept  such  transfers  of  funds  from  other 

7  departments  and  agencies  of  the  Federal  Government  as 

8  the  Secretarv  determines  to  be  appropriate  and  use  such 

9  fluids  to  carr\'  out  objectives  of  this  Act,  if  the  Secretary' 

10  uses  the  funds  to  carr}-  out  objectives  for  which  (and  in 

1 1  accordance  with  the  terms  under  wiiich)  the  funds  are  spe- 

12  cifically  authorized  and  appropriated.  Not  more  than  5 

13  percent  of  such  funds  may  be  transferred  to  the  account 

14  relating  to  salaries  and  expenses  of  the  Economic  Develop- 

1 5  ment  Administration . " . 

1 6  SEC.  18.  EXTENSION  OF  BENEFITS. 

17  Section  715  of  the  Public  Works  and  Economic  De- 

18  velopment  Act  of  1965  (42  U.S.C.  3225)  is  amended  by 

19  striking  "such  areas  as  may  be  designated  as  Vedevelop- 

20  ment  areas'  or  'economic  development  centers'  under  the 

21  authority  of  section  401  or  403  of  this  Act:"  and  inserting 

22  "redevelopment  areas   and   such   areas  as  may  be   des- 

23  ignated  as  'economic  development  centers'  under  section 

24  403:". 
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1  SEC.  19.  SUPERVISION  OF  REGIONAL  COUNSELS. 

2  Title  VII  of  the  Public  Works  and  Economic  Develop- 

3  ment  Act  of  1965  (42  U.S.C.  3211-3226)  is  amended  by 

4  adding  at  the  end  the  following  new  section: 

5  "SEC.  717.  SUPERVISION  OF  REGIONAL  COUNSELS. 

6  "The  Secretar\'  shall  take  such  actions  as  may  be 

7  necessan-  to  ensure  that  individuals  serving  as  Regional 

8  Counsels  of  the  Economic  Development  Administration  re- 

9  port  directly  to  their  respective  Regional  Directors.". 

10  SEC.  20.  PURPOSE. 

1 1  The  first  sentence  of  section  901  of  the  Public  Works 

12  and  Economic  Development  Act  of  1965  (42  U.S.C.  3241) 

13  is  amended  by  striking  "It  is  the  purpose  of  this  title" 

14  and  inserting  "The  purposes  of  title  I  and  of  this  title 

15  are". 

16  SEC.  21.  BASE  CLOSINGS  AND  REALIGNMENTS. 

17  Section  903  of  the  Public  Works  and  Economic  De- 

18  velopment  Act  of  1965  (42  U.S.C.  3243)  is  amended  by 

19  adding  at  the  end  the  following  new  subsection: 

20  "(e)(1)  In  any  case  in  which  the  Secretary  determines 

21  that  a  need  exists  for  assistance  under  subsection  (a)  due 

22  to  the  closure  or  realignment  of  a  military  installation,  the 

23  SecretarA^  may  make  such  assistance  available  to  an  eligi- 

24  ble  recipient  for  a  project  to  be  carried  out  on  the  military 

25  installation  or  for  a  project  to  be  carried  out  in  a  commu- 

26  nity  adversely  affected  by  the  closure  or  realignment. 
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1  "(2)  Notwithstanding  any  other  provision  of  law,  the 

2  Secretary  may  provide  to  an  ehgible  recipient  any  assist- 

3  anee  available  under  this  title  for  a  project  to  be  carried 

4  out  on  a  militarj^  installation  that  is  closed  or  scheduled 

5  for  closure  or  realignment,  \\ithout  requiring  that  the  eli- 

6  gible  recipient  have  title  to  the  property  on  which  the  in- 

7  stallation  is  located,  or  a  leasehold  interest  in  the  property, 

8  for  any  specified  term.". 

9  SEC.    22.    OUTREACH    TO    COMMUNITIES    ADVERSELY   AF- 

10  FECTED  BY  CLOSURES  AND  REALIGNMENTS 

11  OF  MILITARY  INSTALLATIONS. 

12  Title  IX  of  the  Public  Works  and  Economic  Develop- 

13  ment  Act  of  1965  (42  U.S.C.  3241-3245)  is  amended— 

14  (1)  by  redesignating  section  905  as  section  908; 

15  and 

16  (2)  by  inserting  after  section  904  the  following 

17  new  section: 

18  "SEC.  905.  OUTREACH  TO  COMMUNITIES  ADVERSELY  AF- 

19  FECTED  BY  CLOSURES  AND  REALIGNMENTS 

20  OF  MILITARY  INSTALLATIONS. 

21  "(a)     Designation    of    Agency    Representa- 

22  TR'ES. — The  Assistant  Secretary'  for  Economic  Develop- 

23  ment  shall  designate  for  each  State  in  which  communities 

24  are  adversely  affected  by  closures  and  realignments  of 

25  military  installations,   an   individual   to  serve  as  a   rep- 
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1  resentative  of  the  Economic  Development  Administration. 

2  Such  individual  may  be  the  State  Economic  Development 

3  Agency  Representative  or  another  qualified  individual. 

4  "(b)   Responsibilities. — Individuals  appointed  as 

5  agency  representatives  under  subsection  (a)  shall  provide 

6  outreach   and   technical   assistance,   to  communities  ad- 

7  versely  affected  by  closures  and  realignments  of  military 

8  installations,  on  obtaining  assistance  from  the  Economic 

9  Development  Administration . " . 

10  SEC.  23.  TREATMENT  OF  REVOLVING  LOAN  FUNDS. 

1 1  Title  JX  of  the  Public  Works  and  Economic  Develop- 

12  ment  Act  of  1965  (42  U.S.C.  3241-3245)  (as  amended 

13  by  section  22)  is  further  amended  by  inserting  after  sec- 

14  tion  905  the  follo\\ing  new  section: 

1 5  "SEC.  906.  TREATMENT  OF  REVOLVING  LOAN  FUNDS. 

16  "(a)    In    General. — An    amount    made    available 

17  through  a  grant  made  under  this  title  that  is  used  by  an 

18  eligible  recipient  to  establish  a  revolving  loan  finid  shall 

19  not  be  treated,  except  as  provided  by  subsection  (b),  as 

20  an  amount  derived  from  Federal  funds  for  the  purposes 

21  of  any  Federal  lav\'  after  such  amount  is  loaned  from  the 

22  fluid  to  a  borrower  and  repaid  to  the  fimd. 

23  "(b)   Exceptions. — An  amount  described  in  sub- 

24  section  (a)  that  is  loaned  from  a  revolving  loan  fund  to 

25  a  borrower  and  repaid  to  the  fund — 
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1  "(1)  may  be  used  only  for  a  project  that  is  con- 

2  sistent  \vith  the  purposes  of  this  title;  and 

3  "(2)  shall  be  subject  to  the  financial  manage- 

4  ment,  accounting,  reporting,  and  auditing  standards 

5  that  were  originally  applicable  to  such  amount  on 

6  the  date  on  which  the  Secretary  made  the  amount 

7  available  to  the  recipient  through  a  grant  described 

8  in  subsection  (a). 

9  "(c)  Regulations. — Not  later  than  30  days  after 

10  the  date  of  enactment  of  this  section,  the  Secretary  shall 

1 1  issue  regulations  to  carn^  out  subsection  (a). 

12  "(d)  I^UBLic  RE\aEW  and  Comment. — Before  issu- 

13  ing  any  final  guidelines  or  administrative  manuals  govern- 

14  ing  the  operation  of  revolving  loan  funds  established  using 

15  amounts  from  grants  made  under  this  title,  the  Secretary 

16  shall  provide  reasonable  opportunity  for  public  re\iew  of 

17  and    comment    on    such    guidelines    and    administrative 

18  manuals.". 

1 9  SEC.  24.  SALE  OF  FINANCLVL  INSTRUMENTS  IN  REVOLVING 

20  LOAN  FUNDS. 

21  Title  EX  of  the  Public  Works  and  Economic  Develop- 

22  mont  Act  of  1965  (42  U.S.C.  3241-3245)  (as  amended 

23  by  section  23)  is  further  amended  by  inserting  after  sec- 

24  tion  906  the  foIlo\\'ing  new  .section: 
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1  "SEC.  907.  SALE  OF  FINANCIAL  INSTRUMENTS  IN  REVOLV- 

2  ING  LOAN  FUNDS. 

3  "Any  loan,  loan  guarantee,  or  other  financial  instru- 

4  ment  in  the  portfolio  of  a  revolving  loan  fund  described 

5  in  section  906  may  be  sold,  at  the  discretion  of  the  grant 

6  recipient  that  established  the  fund,  to  a  third  party.  The 

7  proceeds  of  the  sale — 

8  "(1)   shall  be  deposited  in  the  fund  and  only 

9  used  for  projects  that  are  consistent  with  the  pur- 

10  poses  of  this  title;  and 

11  "(2)  shall  be  subject  to  the  financial  manage- 

12  ment,  accounting,  reporting,  and  auditing  standards 

13  that  were  originally  applicable  to  the  financial  in- 

14  strument  on  the  date  on  which  the  financial  instru- 

15  ment  was  entered  into.". 

16  SEC.  25.  SPECIAL  ECONOMIC  DEVELOPMENT  AND  ADJUST- 

17  MENT  ASSISTANCE. 

1 8  Section  908  of  the  Public  Works  and  Economic  De- 

19  velopment  Act  of  1965  (42  U.S.C.  3245)  (as  redesignated 

20  by  section  22(1 ))  is  amended  to  read  as  follows: 

2 1  -SEC.  908.  AUTHORIZATION  OF  APPROPRIATIONS. 

22  "(a)  Ix  General. — There  are  authorized  to  be  ap- 

23  propriated  to  carr}-  out  this  title  $124,800,000  for  fiscal 

24  year  1995  and  $81,000,000  for  each  of  fiscal  years  1996 

25  and   1997.   Such  sums  shall  remain  available  until  ex- 

26  pended. 
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1  "(b)  Set-Aside  for  Actrities  Rei^ted  to  Clo- 

2  SURES  AND   Realignments  of  ^Military   Installa- 

3  TIONS. — Of  the  amounts  appropriated  pursuant  to  sub- 

4  section  (a)  for  fiscal  year  1995,  not  less  than  $80,000,000 

5  shall  be  available  for  purposes  of  assisting  eligible  recipi- 

6  ents  in   carrying  out  activities  related  to  closures  and 

7  realignments  of  militaiy  installations. 

8  "(c)  Additional  Amounts. — In  addition  to  the  ap- 

9  propriations  authorized  by  subsection  (a),  there  are  au- 

10  thorized  to  be  appropriated  to  carrj'  out  this  title  such 

1 1  sums  as  may  be  necessar^'  to  pro\ide  assistance  for  acti\i- 

12  ties  related  to  closures  and  realignments  of  militaiy  instal- 

13  lations  and  to  provide  assistance  in  the  case  of  a  natural 

14  disaster  for  each  of  fiscal  years  1995,  1996,  and  1997. 

15  Such  sums  shall  remain  available  until  expended.". 

1 6  SEC.  26.  COMPLIANCE  WITH  BUY  AMERICAN  ACT. 

17  None  of  the  funds  made  available  under  this  title,  or 

18  any  amendment  made  by  this  title,  may  be  expended  to 

19  acquire  articles,  materials,  or  supplies,  or  to  procure  sei-v- 

20  ices,  in  violation  of  the  applicable  provisions  of  sections 

21  2  through  4  of  title  III  of  the  Act  of  March  3,  1933  (com- 

22  monly  known  as  the  "Buy  American  Act")   (41    U.S.C. 

23  lOa-lOb-1). 
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